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Learn more about tax and many ways to minimize it. 
Arrange your life and business to pay less tax. 
Pay only what you owe. 


Live the life you want by reducing your largest expense. 
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Patrick the Tax Advisor 
@askfortaxadvice 


All of my tax-saving threads through January 7, 2020 


Dear Friend, 
Since you are reading this, congrats! 
As a society we have such little understanding of this HUGE expense we call tax. 


For six months | have been trying to distill knowledge that only the highest-paid tax advisors have, to 
YOU, one thread at a time. 


You deserve to understand tax. 
You deserve to understand how to minimize taxes. 
Threads can be rare among influencers. For YOU, I have tried to make threads my norm. 


What follows are 60+ of my tax saving threads and several tweets — 21,000 tax-saving words in 122 
pages. 


Read to learn. 
Read to hold your tax person accountable. 
READ TO SAVE TAX! SAVE TAX TO LIVE THE FULLEST LIFE YOU WANT! 


In the end, let us all heed the words of Judge Learned Hand who judicially endorsed tax planning in the 
famous tax court case decision Gregory v. Helvering back in 1934: 


“Anyone may so arrange his affairs that his taxes shall be as low as possible; he is not bound to 
choose that pattern which will best pay the Treasury; there is not even a patriotic duty to 
increase one's taxes.” 


Yours, 


Patrick 
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Tax Loopholes - Questions for your Tax Advisor 


Your tax advisor should help you find them (legally). 


Ask these five questions when vetting your tax advisor - if their answers leave you feeling other than 
aligned, move on. 


“Planner” below = tax advisor that does tax planning. 


***Thread*** 


1) Knowing what you know about my situation, where am | currently leaving tax on the table? 
Judges their ability to see tax inefficiency in real time - indicating they naturally plan. 


It’s okay for them to ask to come back later with an answer here, just as long as they do. 


2) If | were location independent, what would be my ideal tax jurisdiction? 


Judges their ability to make creative suggestions and their understanding of tax in other jurisdictions, 
which is important for a complete tax advisor. 


3) What potential legislative changes could have an impact on my tax situation? How do we mitigate risk 
or capitalize on opportunities? 


Can they not only plan with current rules, but also juggle the future (where you actually pay tax). 


4) What are some planning strategies of high-net worth individuals or businesses that may not currently 
fit my situation? 


If they rattle these off with ease and excitement, it tells you they are a student of the game. 


5) What should my current legal entity structure be and why? 


If they start drawing boxes and explaining with ease, they do this all the time. 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


If they are choppy and you don’t understand, it’s probably them and their lack of experience. 


6) Bonus Question - Who do you collaborate with on planning ideas. 


No one plans (well) in a vacuum. 


Any answer here other than “no one” is probably acceptable, but you want to see evidence of them 
being connected either though other planners, firms, treatises/journals, etc. 


If they get four out of six, they are probably good. 
All six, could be world-class. 


They have to get #1 right or move on. 


https://twitter.com/AskForTaxAdvice/status/1308489679176708097?s=20 
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Your tax person is TAKING ADVANTAGE of you! 


It honestly makes me really ANGRY for you. 
Q: How are they taking advantage of me? 
Read on for that answer and an EASY solution. 


***Thread*** 


They are doing what they need to keep you compliant with the law, but they aren’t looking for serious 
ways to save you tax. 


Q: How is that taking advantage of me? 


Because they KNOW where they could push harder for YOUR BENEFIT and they know that you don’t 
know. 


Q: Why do they do this? 
Because once they get you on as a client, inertia takes over: 


There’s a lot of work the first year to get you setup in their systems and they just hope not much 
changes for you in the years after. 


They even have a term for this: SALY - SAME AS LAST YEAR. 
That’s their holy grail. Collect the same fee, but minimal work because nothing in your life changed. 


Q: What’s the solution? 


My preferred solution is | would get on the phone with all 7,000 of your tax people and hold them to the 
highest standard for you. 


...but that might not be realistic... 


The good news is | have another SOLUTION! 
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What if | could teach you how | would hold your tax person accountable in a way that was EASY for 
YOU? 


What if you could be armed with all the tools | would use? 


The end of the year is the perfect time for these conversations so ACT NOW: 


1) Go to my profile. 
2) Click the “Ask Your Tax Questions Link” 
3) Mention this thread in the question box. 


lII be in touch shortly. 


For YOU, | produce some of the highest quality tax content on Twitter. 
Help your friends and help me by RTing the top of this thread. 

At the very least, give it a like. 

To you! 


Patrick 


https://twitter.com/AskForTaxAdvice/status/1319661833591148549 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


How to get to ZERO income tax 


This will cover ANYONE in the WORLD. 
HUGE VALUE THREAD! 
THIS IS MY CURRENT TWITTER MAGNUM OPUS. 


Bookmark this, print it out, mark it up, don't try to get through it all today, and for f*ck's sake RT it so 
EVERYONE can benefit!!! 


***THREAD*** 


Section 1: The basics 

Income tax is based on income 

Your wealth, your sales, and your ad spend don't have income tax. 
Your income/profit does, BUT not all income is taxable. 


So first, if you want to get to ZERO income tax, you need to get to ZERO TAXABLE INCOME. 


So how do you get to zero taxable income? 

There are two ways. 

Subject yourself to jurisdictions that do NOT tax income. 
OR 

Only have income that your jurisdiction does NOT tax. 


Let's give two examples of this: 


1) There are countries that do not have income tax. If you are ONLY subject to that country's tax system, 
then make all the income you want. 
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2) Your country may not have income tax, BUT may not tax certain types of income. Load up on that. 
Section 2: Who taxes you? 

Let's get more advanced. 

Every country has rules that determine if you are subject to their taxes. 


Let's use a few countries as examples: The US, Canada, the UK, Australia, and Uruguay. 


The US 
In general, the US is the further reaching. 


If you are a citizen of the US, if you make money anywhere, the US claims the right to tax it (if taxable 
income). 


STOP, U.S. PEOPLE - DON'T PANIC - THERE ARE A BUNCH OF EXCEPTIONS TO THIS RULE. WE WILL WALK 
THROUGH THEM. 


If you aren't a citizen, but a resident of the US and live in the Cayman for three months a year and make 
taxable income there, the US would tax it. 


Key point here is a resident of the US can break residency and no longer have US tax - a US citizen will 
have to meet exceptions. 


Canada/the UK/Australia 
I'm putting these together because they are similar in who they tax. 
All three of these countries tax the WORLDWIDE income of their residents. 


You can break residency of any of these countries, while remaining a citizen, and no longer be taxed by 
them. 


@lawrencekingyo mentions has mentioned several times getting to zero income tax. 
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His first step would have been to break UK residency, but could remain a citizen. 


So if you live in a country that taxes its residents on worldwide income, breaking residency may be key 
in getting to ZERO INCOME TAX. 


STAY WITH ME. I'M NOT TELLING YOU THAT YOU HAVE TO MOVE TO GET TO ZERO INCOME TAX - IT'S 
JUST A COMMON WAY TO GET THERE. 


So how do you break tax residency in one of these countries? 


It's usually a fairly easy process: you move to a new country. 


A "move" is subjective, but basically shift the big things in your life to a new country: immediately 
family, job/business, cars, where you get your mail. 


There's also some rules about time you spend in the country you break residency from. You can usually 
visit, but not spend a ton of time there. 


Let's say you UK/CAN/AUSTRALIA want to take this path of break residency. What next? 
Hold that thought and I'll get back to you. 


Let's move back to the US for a min. 


Again, you can break residency, but the US is still going to tax you so what are the exceptions? 


#1 FEIE - If you move to a foreign country, your first $107k and some of your housing costs can be 
EXEMPT from US income tax. 


If you are under that threshold, then you are in the same boat as people in the UK/CAN/AUSTRALIA 
breaking residency. 


What if you are above $107k? How do you get to zero? 
First, think about this - if you are single making $150k in the US, you are probably paying $55k in tax! 


So if you end up living in a low cost country, making $107k tax-free then you are much better off. 
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...but let's say you are a US citizen and you make $300k and you want to get to ZERO! 


Honestly, it's tough, but you can get to 4% which is pretty damn close to ZERO from the 40%+ you might 
have been paying. 


Section 933 of the US Tax Code literally says that if you are subject to US tax, but are a tax resident of 
Puerto Rico, the US won't tax your income! 


Wha??? 


Yeah, it's true. 


So what's the 4%? 


It's a reduced Puerto Rico tax that PR gives to foreign companies to setup shop in PR and service foreign 
markets. 


4% on business income and 0% on dividends. Again, pretty close to ZERO. 


Pretty amazing actually. 


So those are the move scenarios if you are US: 


US FEIE to get to zero US tax if you are under the $107k threshold. Pick up with UK/CAN/AUSTRALIA for 
Step 2. 


or 


Move to Puerto Rico and pay 4% if you have a qualifying business. 
I'LL VISIT A DIFFERENT PATH IN A MINUTE FOR PEOPLE WHO WANT TO STAY IN THE US!!! 


..and get to zero tax. 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


13 


Step 2 - Back to UK/CAN/AUSTRALIA 


So you've broken residency and are now no longer subject to your country's tax. Again, you can still be a 
citizen. 


Now what? 


Well, now find a country that won't tax you and take residency there. 


There are two paths here: 


1) Find a country with no income tax: Bahamas, Cayman, Monaco (THE LIST IS HUGE IF YOU GO LOW 
TAX). 


or 


2) Find a country that only taxes income earned in the country - TERRITORIAL - (Uruguay, Costa Rica, 
Panama, and several others). 


ZERO Tax Countries 
There are 15. Some might work for you. Some might not. 


For many, these aren't the best options for a variety of reasons. They also aren't necessary to get to 
ZERO income tax, as you will see. 


TERRITORIAL Tax Countries 
These countries tax income you earn in them, but not income you earn outside of them. 
Setup residency here and don't make in money IN the country to get to ZERO income tax. 


How do I not make taxable income IN the territorial country? 


Two Ways: 


1) Depends on the country, but in general, don't service businesses within the country or sell anything to 
anyone in the country. Get all your revenue/sales from outside. 
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2) Free-trade zones. Some countries utilize areas where if you follow certain rules, there is NO TAX. 


Uruguay is a great example, right @lawrencekingyo? 


Step 3 
You have broken residency in your home country so you don't have tax there. 


You have setup residency in a no tax/territorial country. If territorial, you aren't creating taxable income 
in the country. 


Step 3 is don't create taxable income anywhere else. 
Avoid Residency and Permanent Establishment 


Avoid tax in non-resident countries by NOT doing the following: 


1) Don't create residency in another country. Generally, don't stay more than 183 days in a year. 
2) Don't get a job, have a office, or employees in another country. 


On the second point - you can visit other countries and make internet sales to residents. You can also 
have contractors. 


In general, just don't create a business presence in another country with a building or employees. 


Also don't get a job or perform in person services. 


In Summary - Moving for ZERO income tax 
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Break residency from your home country, setup residency in a no or territorial taxed country (don't have 
taxable income there), and don't create a business or stay more than 183 days in other countries, and 
you can get to ZERO INCOME TAX. 


Okay, now, what if you don't want to move for zero income tax? 


What if you want to stay in your country? 


Remember in the beginning when | talked about taxable income? 


Let's start with the US. 
Certain income in the US is exempt from tax. 


Make all this you want and get to ZERO INCOME TAX. 


Examples: 

Real estate gain exclusion. Buy a house, move in, fix it, flip it, and pay no tax on the gain. 
Municipal Bond interest - tax free. 

Loan proceeds from whole life insurance - see @ChroniclesNate 

Qualified ROTH IRA or 401(k) distributions. 


If you can get your whole income portfolio to the above - it's easier than it sounds, then you can get to 
ZERO income tax while still living in the US. 


Another way is deferral 
There are a lot of things you can contribute you that defer taxes: 


401k, IRA, HSA, etc... 
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but even bigger ones like a Solo 401k on your business that you can contribute $57k to and pay no 
income tax this year. 


In fact, if you have multiple businesses, you could potentially defer $57k of tax for each and even 
contribute more to a pension plan - potentially deferring $150k of income! 


The catch in using deferral to get to zero income tax is 1) most of us need money to live on. Unless that 
comes from tax exempt sources, whatever isn't deferred is taxed. 


2) If you use deferral, you'll get taxed later. For this reason, I'm a big fan of paying tax now and using tax 
advantaged vehicles for getting to zero tax later - like ROTHs or Whole Life Insurance. 


In other countries, the same applies above as in the US. 


If you are in a country that has tax and you don't want to move to have ZERO tax - you have to find 
sources of income that are not taxed or you have to find tax-advantaged vehicles/wrappers to defer 
your tax. 


This is a lot of information. 


I've used the US as an example of a country that taxes citizens everywhere, but with key exceptions to 
move and get to zero income tax. 


I've also used the US to show how you don't have to move and can use exempt income/deferral to get 
to zero tax. 


I've used UK/CANADA/AUSTRALIA as examples of countries that only tax residents and how to move to 
get to zero income tax. 


They also have exempt income and deferral strategies if you don't want to move. 
| hope in all of this you have been inspired. 


You have now seen that zero income tax is possible. 
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Even more importantly, you have seen that LOW TAX is possible and moreover, with proper planning, 
you can pay MUCH LESS TAX than you are paying now. 


This was a lot of work. 
There is no one you know that this thread would not benefit. 


My DMs are always open to all. 


Let's RT the f*ck out of this so EVERYONE CAN BENEFIT!!! 
Correction. Should read: 
2) Your country may have income tax, BUT may not tax certain types of income. Load up on that. 


https://twitter.com/AskForTaxAdvice/status/1314690124723126274?s=20 
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Tax Loophole Alert!!! - Donating appreciated assets! 


People are always shocked at this one. 
Stocks or cryptocurrency 


***Thread*** 
Say you buy a stock or SBTC for $10k and the price goes 3x to $30k. 


530k was your defined exit point (you have to have a defined exit, right @TradingwithPhil ??). 


...SO you sell and pocket $30k. 


It had been over a year so it’s a long term capital gain, but you still have a tax bill. 
Let’s call it 24% or $4,800 (S30k minus 10k = $20k profit * 24% = $4,800 in tax.) 


That same year, you also made significant donations to charity - coincidentally $30k. 
This donation gets you a $30k deduction, which lets say is worth $12k to you (40% tax rate). 


So if you just net the two transactions, you paid $4,800 in tax on the sale and you got $12,000 in tax 
benefit on the donation, for a net benefit of $7,200. 
Not bad. 


In summary, you had a huge gain on a stock or crypto currency, you sold it and you made a huge 
donation to a charity. You paid some tax and got some back. 


S000000000000000000 many people have done something like this and it is so sad... 
Remember, the tax code has basically one section (IRC 61) that says everything is income... 


..and the other thousands of pages of code and reg are exceptions to that. 

..and so many of the exceptions are for the wealthy. 

Who donates appreciated stock?? 

Yes, the wealthy. 

So in the scenario above, rather than sell the stock or crypto for $30k and then make a $30k donation, 
YOU COULD JUSY GIVE THE ASSET TO THE CHARITY AND NEVER PAY TAX. 


That’s right, the $4,800 of tax goes poof, you deduct $30k for an asset you only paid $10k for and still 
get the $12k tax benefit on the deduction. 
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All asset classes are up this year. If you are making any charitable donations anyway, consider doing 
them in appreciated assets rather than cash AND SAVE YOURSELF SOME TAX! 


DM with questions. 
Like and RT to share this with others! 


https://twitter.com/AskForTaxAdvice/status/1344747562717343744?s=20 
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Canada Tax Planning - Tax-Free Savings Account (TFSA) 


Are you contributing?? 


Highlights 

Save up to $6,000 per year (with catch up "room" from past years). 

Can invest it cash, stocks, bonds, mutual funds (but not actively trade in it). 
Never pay tax on interest, dividends, or capital gains. 


Never pay tax on growth/withdraws, which you can make anytime. 


What am | missing here? 
There is no downside to this! 
If | only had $10k, | would put $6k here because you can withdraw it anytime. 


We have nothing close to this in the US! (Yeah, ROTH IRA - wayyy more restrictive)! 


Canadians, do you know what you have?? 
Are you using this?? 
And if you haven't been, you've got "contribution room" through the roof to catch up. 


If | were Canadian, | would get off the chesterfield, fill my TFSA with loonies (and toonies), and then go 
to Timmies to celebrate! 


https://twitter.com/AskForTaxAdvice/status/13056799 79758456833 ?s=20 
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Gambling and Taxes 


Winner, Winner, Poultry leg 1@!!!! 
Not so cut and dealt... 


***Thread*** 


It’s clear - gambling winnings are taxable in the US. 

It’s not clear what the cutoff for winnings is. 

Losses are kind of deductible. 

That’s all for “casual gamblers,” and everything changes for professionals... 

If you win $1,000 on a football game and lose $500 at the black jack table the same weekend, what is 
your taxable income? 

Hmmmmm, hard to say. 


In general, think about winnings on a per session basis rather than per wager. 


Per session 


The IRS defines a session as when a gambler places a wager on a particular type of game through the 
last wager on the same type of game before the end of the same calendar day. 


Still not abundantly clear but feels like a day at the casino playing casino games... 


...could be one session. 

Feels like a Sunday betting on several football games on the same platform could be a session. 
Once you have your sessions figured out, you need to categorize each in terms of winning or losing 
sessions based on your net haul or loss for each. 


Add all your winning sessions for the year. This will go one line 21 of your tax return. 
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Wait, what about the losing sessions, don’t | net those from the wins?? 
No, and this makes little sense. 


You can deduct the losing sessions, but only if you itemize your deductions and only to the extent of 
your wins. 


Examples: 
1) Wining sessions = $10k; losing sessions = $5k; and you itemize deductions. 
Result, you pick up a net $5k of income. 


This feels fair enough. 


Examples: 
2) Wining sessions = $10k; losing sessions = $5k; and you don’t itemize deductions. 
Result, you pick up $10k of income and none of your losses get netted. 


This feels punitive. 


Examples: 
3) Wining sessions = $5k; losing sessions = $10k; and you itemize deductions. 


Result, you pick up a net SOk of income. $5k of winnings minus $5k of losses and $5k of disallowed 
losses. 


Okay, fine, the government doesn’t want to subsidize your net gambling losses. 


Examples: 
4) Wining sessions = $10k; losing sessions = $5k; and you don’t itemize deductions. 
Result, you pick up a net $5k of income. 


This feels super punitive. 
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It all changes if you are a professional gambler. 


In this case gambling is basically your business and you don’t pick up income on line 21 and you don’t 
pick up losses in your itemized deductions. 


Instead you put both along with all of your other costs (travel, etc) on... 


...a Schedule C just like a business. 


So in this case you DON’T have the problem of picking up income and no losses (if you don’t itemize) like 
in Examples 2 and 4 above. 


In general, you can’t take a net overall loss on your Schedule C for gambling, but that probably okay... 
...because how can your really call yourself a professional gambler if you don’t have net winnings? 


Which gets into the all important IRS definition of a professional gambler, which allows for this 
potentially more favorable tax treatment than the default “casual gambler...” 


In Comm’r v. Groetzinger, 480 U.S. 23 (1987), the Supreme Court concluded that “if one’s gambling 
activity is pursued full time, in good faith, and with regularity, to the production of income for a 
livelihood, and is not a mere hobby, it is a trade or business.” 


Thus, holding yourself out as a professional gambler and potentially getting a more favorable tax 
treatment may be difficult, but worthwhile if you feel your livelihood is significantly provided for 
through gambling. 


Please like and/or RT to share. 


My DMs are open for any questions. 


https://twitter.com/AskForTaxAdvice/status/1344046147137118208?s=20 
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How to make your child a $5 millionaire, 
with NO TAX to your child, 

deductions for you, 

on an amount less than your bar tab... 


***Thread*** 


You need to be a business owner to do this. 
You need to employ your child to do this so they can contribute to a ROTH IRA. 
There are a few things you can employ your child to do. 


On easy example is being a "model" in your business marketing materials. Think happy family pics. 


Create an employment contract with your child for being in your marketing materials. 


Pay your child $6,000/year (must be a market rate of pay). This is deductible to your business so net a 
couple $100/month. 


Contribute this money to a ROTH IRA in your child's name. 


If you do this from birth to 18 years old, those 18, $6k tax deductible payments you made then 
become... 


S5M when the child is 65. 
This money will never be taxed. 
Exploding head 

S5M, never taxed! 
Be kind to your friends and RT this. 
DMs are open. 


https://twitter.com/AskForTaxAdvice/status/1309516437136998400?s=20 
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Tax Loophole Alert - Employ your child in your business. 


Teach your child a skill and save $1,000s of tax per year! 


***Thread*** 


If you own a business and there are jobs your child can do for it, employ them and pay them. 
Your child gets to be part of the family business and learn skills. 
You get a deduction. 


Typically they are in lower tax bracket than you, if they pay tax at all. 


Example 

You hire your 14 year old to send out cold emails and set up sales calls. 
You pay an hourly rate, which ends up being $10k per year in wages. 
You deduct $10k, which saves you the following: 

-Fed Income Tax: 24% 

-State Income Tax: 5% 

-SE Tax: 2.9% 

Your deduction is approx. 1/3 of $10k or $3,333! 

Your child takes the standard deduction of $12,200 and pays SO tax. 
Win, win, win, win... 

Family time, skill transfer, wealth transfer, tax savings. 


Q&A 
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Q: How much to I pay them? 
A: Needs to be market rate. You can't purposely overpay them. 
Q: Child labor laws? 


A: I'm no expert there, but by understanding is over 16, no limit hour but non-haz, over 14, limited to 
non-school hours, and under 14, non-haz family businesses. 


https://twitter.com/AskForTaxAdvice/status/1310034247802146817?s=20 
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US Expats - The Foreign Earned Income Exclusion (FEIE) and Foreign 
Tax credits (FTCs) 


A quick thread. Let me know if you want a long one. 


In short, if you are a US citizen, you are taxed on your worldwide income, not matter where you are a 
resident (except for Puerto Rico - that's another thread). 


BUT! The FEIE is an exception to this rule. 
FEIE 


With exceptions, if you are a US citizen that is a resident of another country, your first $107k of income 
sourced outside of the US can be exempt from US tax. 


(This doesn't mean you are exempt from tax in your country of residence...different analysis). 
Ignore FEIE for a min. 


The US also has a foreign tax credit. Since the US taxes your worldwide income, it would be annoying 
make $300k in Germany, pay German tax on it, and pay US tax on it so the US gives you are credit for 
the tax paid to the foreign country. Complex calc. 

Can you double dip FEIE and FTC? 


Nope! 


If you exempt $107k of income from your resident country, but pay tax on it, the US won't give you a 
credit for the tax on that portion. Also a complex calc. 


| will make a longer version if this gets upvoted... 
25 likes or 10 RTs 


https://twitter.com/AskForTaxAdvice/status/1305331468416307203?s=20 
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Taxation of a Flipping Operation 


Here's what you need to track to make sure you are good at tax time: 
1) Revenue and fees from however you are selling the flipped products. 


If you are selling on a 3P platform like Amazon or Ebay they should have a report you can pull. 
If selling in cash, track it on a spreadsheet. 


2) Inventory Costs - what you paid to acquire to acquire inventory. 


Note that you cannot deduct inventory costs until it is sold so you'll need to know the cost of the 
inventory you have on hand on the last day of the year. 
3) Expense you have for your business: 


-Packing supplies 

-Postage 

-Home Office 

-Mileage in your car 

Also, don't forget to buy those items tax exempt! 
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Tax Loophole Alert! - Home sale Exclusion 


Are you handy? Do you like interior design? Have you considered (or do you currently) flipping 
residential real estate? 


Here's how to pay ZERO tax on your real estate flips! 

***Thread*** 

Buy your fixer-upper house to flip. 

Move in. 

Make repairs and upgrades. Do whatever you do when you flip a house. 
Stay exactly two years (or more). 

Sell for a huge gain. 

Pay SO tax on the gain! 

Repeat every two years. 


It's called the home sale exclusion. 


Think about it... 

If your sole income is from flipping residential real estate, you could have a 0% tax rate (US). 
Insane! 

Q: How many times can | do this? 


A: Once every two years. No lifetime limit. 
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If this was valuable to you, please RT so your friends can see it, too. 


https://twitter.com/AskForTaxAdvice/status/1310062250472996864?s=20 


Tax Planning with a DRIP! 


What are your passive income goals in 10 years? 
You might be shorting yourself $25k/year of passive cash flow and not even know it... 


***Thread*** 


Using tax planning and DRIP to supercharge your passive income. 

What could you do with an extra $25k per year of completely passive cash flow? 
Personally, | would upgrade to a house with a much better backyard. 

| want a backyard with a pool, a hot tub, and a wet bar. 


What would you do with the money? 


Let's say you make $10k/month of profit or $120k/year. 
If you aren't there now, keep things up and you'll get there. 
Getting there also means $40k/year of tax. 


With proper tax planning, you could trim your tax by $10k/year. 


You invest that 10k/year of tax savings into a high yield stock DRIP that pays 7% yield. 


Conservatively ignore share appreciation and in ten years you have a portfolio worth $140k, that is 
paying $10k per year in dividends. 
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You are also still saving your $10k/year of tax 
...but your profits have grown and so now your tax planning is even more valuable 


You are now saving $15k per year in tax. 


Combine the two and your passive cash flow is $25k per year higher in 10 years. 

This is a result of merely doing some tax planning right now and putting your tax savings into a DRIP. 
Exploding head 

DMs are open. 

If you got value from this, help out your friends with an RT. 


https://twitter.com/AskForTaxAdvice/status/1311827404751593472?s=20 
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Tax Planning for a Dramatic Increase in Income 


Rookie Pro Athlete? Surgeon out of residency? 

How do you think about taxes with a $500k jump in income? 

*** Thread *** 

Before things about taxes, there are a bunch of other things you could consider 


-What are you goals, how much will they cost, how much will you make in your career, and how long do 
you expect your career to last? 


-Investment strategy 
-Insurance of all types 


-Debt payment plan 
-Emergency Fund 


-All sorts of estate planning (wills, medical directives, etc). 


When you start making that kind of money, there are A LOT of things to consider that you haven't had to 
before. 


Okay, now the exciting stuff - taxes ;)! 
You are going to start paying A LOT of tax when you income sifts like that. 


It's startling. 
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You don't have the benefit | did of slowly raising your income to mid-six figures and getting used to the 
tax for years ©) 


So let's talk about how to minimize it... 


The obvious answer is your 401(k). Max it out. This will reduce your taxable income by $19,500 and save 
you nearly $8,000 of tax each year. 


If your employer offers a ROTH 401(k) you could not take the deduction this year and pay no tax when 
you take money in retirement. 


The ROTH option makes a lot of sense for a lot of us due careers being decades and wages tend to 
increase with experience. 


For a pro athlete with a potentially shorter life career, taking the deduction now could make the most 
sense as career earnings can be peak earnings. 

Next, Health Savings Accounts. 

If you qualify for one, considering maxing it out. 


It reduces your tax this year and you never pay tax on growth or when you spend it. 


It's a probably an easy choice as you have a lifetime to spend it. 
Next, IRAs. 


If you participate in a 401(k), you won't qualify for an IRA deduction at your level of income. 
You won't directly qualify to contribute to a ROTH IRA either. 
That's okay. 


So here's what you should consider... 
You fund an IRA the max amount. You don't get a deduction. 


Sometime later, you convert it to a ROTH IRA (there are no income limitations to converting an IRA to a 
ROTH IRA). 


You might pay some tax on any growth that happened between IRA and ROTH conversion... 


...but now you have an account that will grow tax free forever and you'll never pay tax on it when you 
take cash out in retirement. 


It's not a deduction this year, but could save you a ton of tax in the future. 
Buy Income with Preferential Tax Rates 


Your tax rate is HIGH (on your ordinary income) - probably 35% + state tax. 
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Dividends and long-term capital gains have preferential rates for you of 23.8%... 


After you have maxed out your 401(k), HSA, and IRA; putting your money to work in a taxable account 
that will produce capital gains/dividends can bring your marginal tax rate down. 


| would consider Vanguard PAS or a robo-investor like Wealthfront or Betterment. 
Other things you can do? 


If you are planning on having children, you could start contributing to a Section 529 plan. This may save 
you state tax. 


There are only investments like municipal bonds, whose yields are not subject to tax, but those yields 
may not be attractive. 


In the end, take a goals first approach. 
What is your long term plan for you and what do your career earnings look like? 


Minimizing taxes should be secondary to your goals, but a close second in how much tax you will be 
subject to. 


Do the obvious things like maxing your retirement accounts, HSA, and college savings (if it makes sense); 
but first and foremost, find a qualified financial planner to help you get the most out of your earnings. 


https://twitter.com/AskForTaxAdvice/status/1305263005618274311?s=20 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


35 


Non-US Residents, selling to the US, via FBA 


What is your US tax obligation? 
It depends... 


***Thread*** 


Using US tax lingo here. 


To have a tax obligation in the US on a active business, you must "be engaged in a trade or business in 
the" US: 


1) Have an employee in the US or a contractor that is basically your employee that 


2) does something substantial for your business (ops). 


Example #1 - No Tax 
You live in Uruguay and have coffee direct-shipped to Amazon US FBA from Brazil. 


Amazon is essentially your contractor in the US, BUT! Amazon isn't basically your employee. It's a 
service company. 


So in this case, you should not have a US tax obligation. 


Example #2 - Potential Tax 


Same as above, but this time, you also have a friend in the US that sources local products for you and 
sends them to FBA on your behalf. She does this approx 25 hours per week for you and you direct all of 
her tasks. 


Essential and directed. Tax? 


Treaty Country or Not? 
If you have Example 2 in a non-US tax treaty country, you've got a tax obligation. 


If you are in a US tax treaty country with the above, you won't necessarily have tax unless you also have 
a physical presence in the US, like a warehouse or an office. 
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In summary, if you are not a US resident or citizen and sell on FBA to the US, you should not have a US 
tax obligation as long as... 


You don't have an employee or fairly dedicated contractor in the US. 
If you do, a treaty can help unless your business has a physical presence. 
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Business Tax 101 


Taxable Income = Sales - refunds - deductible expenses (includes depreciation). 
Deductible expenses = most spending on your business that gets used that year. 
Depreciation = deduction for part of the cost of an asset your business uses for several years. 


https://twitter.com/AskForTaxAdvice/status/1302387786738274304?s=20 
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Business Tax 102 


Deductions 
Easy to miss with a side hustle/small business. 
Any personal resources you put into your business could be deductible. 


Often missed: expenses for home office, mileage on personal personal car, phone, babysitting, etc. 


https://twitter.com/AskForTaxAdvice/status/1302403893054312449?s=20 
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Business Tax 104 - Paying yourself 


If you have a single-mem LLC, a sole prop, or are a general partner, paying yourself does nothing 
because the income of these entities flow through to you anyway. 


If you have an S Corp (or a C Corp), paying yourself might give you a benefit. 


https://twitter.com/AskForTaxAdvice/status/1302433085317738496?s=20 
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Bonus Depreciation (Save Tax) 


Most business assets take 7+ years to write off. 
The IRS doesn’t want businesses to write off assets that will produce income for years. 


Until 1/1/2023, you can deduct generally any business asset in Year 1 due to a 100% bonus down law. 
Huge. 


Invest in your business in the next two years and your investment will be somewhat offset by saved 
taxes due to this bonus depreciation law. 


https://twitter.com/AskForTaxAdvice/status/1299878380758855680?s=20 
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Q: I haven't filed taxes in years. What do I do?? 


A: Don't panic, and let's get these filed. 


1) Find a CPA (see thread) 
2) Work out a settlement with the IRS and States 
3) Don't quit on this - file and work out a payment plan. 


https://twitter.com/AskForTaxAdvice/status/1302659074404753409?s=20 
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How to adjust your tax withholdings to increase your cash flow (and end the 
interest free loan to the government). 


Where are my 9-5ers?! 
\\\Thread\\\ 
Do you have a 9-5 and get a large tax refund every year? 


Unpopular opinion: This "interest free loan" to the government may not be the worse thing for some of 
us with interest rates at 0.00001%. 


That said, if it's a $5,000 annual refund versus $400/month in a bigger paycheck, you could buy a share 
of every month (maybe@) and 13 shares of with that $400 so would be better off. 

Adjusting withholdings is fairly straight forward. 

You start with IRS Form W-4, and really just fill it out following the directions, but don't stop there... 
irs.gov/pub/irs-pdf/fw... 

If you fill it out correctly, you still could have a refund. 


Here's my preferred alternative: 


You need to estimate your actual tax for the year and use Box 4c on the form to get the correct amount 
of tax withheld. 


How do you estimate your actual tax for the year? 


1) Ask your tax preparer to do it. | did this for a friend this weekend and | don't even do his taxes. You 
just give tax person any numbers about how your pay has changed since last year and they can make an 
estimate for you... 


... They shouldn't charge you much (if anything) to do this, but it does have value. 


2) If you did you own taxes, go to your software from last year and update your W-2 numbers including 
income/tax withholdings with your current year estimates (using your latest pay stub). 


From there, you will see if you are getting an estimated refund and you can adjust it on your Form W-4 
via the boxes on Page 1. 


Once you either use the W-4 worksheet or estimate your current year tax, update the W-4 and give it to 
your employer (you do not mail this to the IRS). 
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Most large companies do this electronically so you may not even have to print it out. 
They will take it from there... 
Any questions? DMs are open. 


Get your cash! 


https://twitter.com/AskForTaxAdvice/status/1298016835833606144?s=20 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


45 


How to find and hire an accountant 


///Thread/// 

Ask people similar to you who they use and if they are happy with the service. 

If you strike out there, google "[your city/town] + CPA. 

While it's not necessary to have a local accountant you can meet with in person, it has it's benefits. 
Visit some websites and get a feel. 

Pick 2-3 three that you think you want to work with and call them. 


Here's the script, "I am in the business of [your business], doing about [your expected revenue] this 
year, and am looking for someone to help me with my books and taxes. Are you taking new clients?" 


They will be taking new clients. (These people are always busy, but love work.) 

Then ask them any questions YOU need to get comfortable with THEM. 

Remember, they work for you. 

They will probably charge an hourly or month rate for bookkeeping. 

They will probably charge an hourly or per return rate for taxes. 

... you will get rates from all three CPAs that you talk to in order to compare. 

Here comes the twist... 

CPAs, especially smaller shops, are often cheaper than heavily marketed tax shops like H&R Block... 


BUT! CPAs are much better at doing taxes (saving you money, accuracy, etc) than places like H&R Block. 


So you will get a huge value. They will likely pay for their own fees (versus you doing your taxes on your 
own) in tax savings. They will also be cheaper than national tax shops like H&R. 


Additionally, the quality will be better... 


CPAs basically need a master's degree in accounting/tax, pass a ridiculous series of tests, and typically 40 
hours per year of continuing education, as well as regular ethics training. 
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In summary, you probably don't have anything they can't handle and they should be honest... 
Versus the kind of frustration you might get out of H&R Block - not to mention the huge bill. 


Hire a CPA today and put your tax/accounting worries behind you. 
If you need my help vetting anyone, DMs are open. 


https://twitter.com/AskForTaxAdvice/status/1298094288514031616?s=20 
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How to deduct your mileage - a $500-$1,000 annual tax savings you are 
probably missing. 


\\\Thread\\\ 
If you drive your personal car for your business you can deduct $0.575/mile in 2020. 
That doesn't sound like a lot but it actually is. 


For example, if you drive 100 miles per weekend sourcing product from a few Walmarts, that 5,000 
miles per year is a $2,875 tax deduction! 


Alternatively, you can track your actual expenses like gas, oil changes, repairs, depreciation, etc and 
allocate based on personal use. 


This is a headache and the $0.575/mile might be more than you are actually spending, depending on the 
cost and fuel economy of your car. 


Claiming the deduction. 


Keep a log of when you drive for business by date, activity, and miles driven. Just put it in your phone 
and make it easy. There are also apps for this if you are so inclined. 


Give this to your accountant at tax time and save a nice chunk of tax! 


https://twitter.com/AskForTaxAdvice/status/1297712285344043011?s=20 
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How to deduct expenses for your home office. 
This is available renters and homeowners. 


///Thread/// 


First, you do not need a business entity (LLC, Corp, etc) to take deductions for your home office. You just 
have to be engaged in a profit seeking activity. 


If you have a business - even a small side hustle - you just need to meet the following two requirements: 
A space in your home should be used as: 


1. The principal place of your business. 
2. Have regular and exclusive use for your business. 


Principal place of business test. 


e You use it exclusively and regularly for administrative or management activities of your trade or 
business. 

e You have no other fixed location. 

If this is your only real property workspace, you should be good on this test. 

Exclusive use test. 


The space needs to be identifiable and not used for personal use. A nice exception to exclusive use is if 
you are storing inventory in your home. 


Examples: 
Not exclusive use: 


-You lay on your couch with your laptop. 
-You work at your kitchen table. 


These are largely personal use spaces you are just doing business in. 
Should qualify as exclusive use: 


-A room in your house that is a devoted office. 
-A identifiable corner of a room that is used exclusively for work/business. 
-A room/closet/storage area that your regularly store your flipping inventory. 
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Which expenses to deduct... 
There are two methods you can use to calculate the deduction: 


1) The Simplified Option - Deduct $5/square foot of home use (can be up to 300 square feet - whatever 
you are using). 


This is incredible easy and does not require expense tracking. 
2) The Regular Option - Track all of your home expenses and allocate a % of them. 
For example mortgage interest, insurance, utilities, repairs, and depreciation. 


Add those up and if you are using 5% of your house for your business, then you can deduct 5% of those 
costs here. 


Note if you are already deducting some of these costs as an personal itemized deduction, you cannot 
double dip. 


You might be better off with the Simplified Method. 
What if | rent my house/don't own? 


You can apply a % of your monthly rent, insurance, utilities, etc to your business. 


Simply add up all of your costs of renting and apply a % of how much exclusive business space you have 
in your rental and deduct. 


As as renter, you should also be able to use the Simplified Method described above, i.e., deduct 
$5/square foot of exclusive use space in the property you are renting. 


How is the deduction taken? 


Once you find you qualify and calculate it, it will be filed on Form 8829. Don't worry about this though - 
you tax preparer will take care of it or your tax software will automatically lead you there. 
Please save yourself some tax by properly deducting home office expenses that you qualify for. 


DM me with questions and consult your paid tax preparer for confirmation on your own situation. 


https://twitter.com/AskForTaxAdvice/status/129755646605 7072642 ?s=20 
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Could an Estonia e-residency help you save tax? 


Especially looking at you my UK and EU people. 


You can read for hours on this, but this is my quick thread... 
What is it? 


It's not a physical residency, you setup a company in Estonia and run the business from anywhere. 


Estonia treats your business as resident and gives you access to certain government services. It may also 
be easier to get an Estonian bank account. 
What are the tax benefits? 


Estonia pretty much has a flat tax of 20%. Not the worst, not the best, but certainly better than a lot of 
you are paying. 


The coolest thing about Estonia corporate tax is they don't tax income until distributed to 
shareholders... 
What does that mean? 


You can setup that business in Estonia and they won't tax any income until you actually take it out of the 
company. 


It could grow tax-free forever (Estonia tax free). 


...but if you live in a country that taxes the world-wide income of it's residents... 
You could still have tax in your country of residence (e.g., US Controlled Foreign Corporation Rules). 


If you are just going to be taxed in your country of residence anyway, you are better off not paying the 
Estonia tax on distribution. 

If you gain residence in a different country that wouldn't tax dividends from an Estonia business, then 
you may be able to avoid all but the 20% Estonia tax. 


However, leaving your country while holding shares of an Estonian company, could require to you pay 
an exit tax. 

If you home country rate is higher than 20%, it doesn't tax dividends from foreign companies, and you 
aren't doing enough activity in your home country to want to tax your Estonian business, this program 
might make sense. 

...but those are a lot of hurdles. 


DM me for specifics. 


https://twitter.com/AskForTaxAdvice/status/1302262794847485952 ?s=20 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


51 


Taxation of flipping a website 


If you buy a website it is a capital asset and selling it later will produce a capital gain or loss (this is good, 
prefer rates/no SE Tax). 


If it produces income in the meantime it is ordinary business income, if held in a business entity or not. 
@mentions 


https://twitter.com/AskForTaxAdvice/status/1302675180351680512?s=20 
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Do I need an LLC if I'm going into business with a partner? 


In general, having partner doesn't require a legal entity. It might be a good idea to have an operating 
agreement for dispute purposes. 


For tax, you are taxed as a partnership whether you have an entity or not. 


https://twitter.com/AskForTaxAdvice/status/1302644478226739200?s=20 
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How to get penalties forgiven by the IRS... 


If you get a notice form the IRS saying you owe tax and penalties (either due to failure to file or failure to 
pay enough tax), those penalties can be forgiven. 


This can easily save you a few $100s or even $1,000s, depending on size of tax owed. 
The IRS has a waiver - literally called the "first-time penalty abatement (FTA) waiver." 
To qualify: 

1) You should not have any penalties for the previous three returns filed, 

2) You have currently filed all returns due (or an extension), and 


3) You arrange to pay tax due. 


So you could have had penalties more than three returns ago and still potentially qualify (not technically 
first time). 


You would then call the number on your tax notice and ask if you are "eligible for the First Time Penalty 
Abatement or other administrative waiver." 


If you meet all of the above, you may get your penalties waived right over the phone! 


But what if it isn't your first time in three years and/or you have a really good reason for being late and 
want your penalties waived? 


Is it possible in this scenario? It can be... 


In this case, you could start with the phone, tell them your situation, and ask if you qualify for any 
penalty waivers. 


You might also write a letter, send a copy of the notice and a letter that simply details your situation... 
For example: 

"| was late filing my 2019 return because my house burned down. 

Please find a copy of my insurance claim for my house fire. 


Please accept my petition for abatement of my penalties due to this reasonable cause of me filing late." 
When in doubt, always call in your CPA here. They should know what to do and how best to help you. 


...but if you want to DIY, the above could be reasonable approaches to getting your penalties waived 
and saving you both penalties and the interest accrued on them. 


https://twitter.com/AskForTaxAdvice/status/1300531567744503808?s=20 
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Should I contribute my home to business and rent it back? 


This sounds exciting and might make sense for some key non-tax reasons. 
From a tax perspective, however, it's likely to leave you in a neutral to worse position. 
DMs open. 


https://twitter.com/AskForTaxAdvice/status/1302373945618960389?s=20 
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Can you eliminate your state tax through a Wyoming LLC? 


This applies to anyone who does business in the US. 
**Thread** 


You’ve probably heard it mentioned that you can avoid tax with a Wyoming LLC because of Wyoming 
not having an income tax. 


It’s possible to save some tax (and worthwhile to consider) if you organize part of your business in 
Wyoming. 


There is income tax in 47 US states so most of us in the US pay income tax to the US government and to 
at least the state our business is in. 


Organizing part of your business in Wyoming could save you state income tax (not talking US federal 
income tax with this). 


You would setup an LLC there (along with a bank account and physical location in Wyoming, etc) and 
then contribute valuable assets to it. 


Basically you would create a Wyoming based business with part of your business. 


So if you physically needed these assets in another state, like shoe making equipment in Massachusetts, 
those wouldn’t be the assets you would contribute per se. 


It would be more like intangibles like your brand. If you had a fleet of vehicles it could be those. 
The Wyoming business would then charge your existing business a royalty or rent to use the assets it 
now owns. 


They would put income into Wyoming where there is no income tax and take income away from your 
other business that does have state tax. 


There is a lot of nuance here, but this is an example of tax planning via jurisdiction with a substantial 
shift of business activity to a lower tax jurisdiction. 


Please note that just forming a Wyoming LLC doesn’t get your there. 


DMs Open. 


https://twitter.com/AskForTaxAdvice/status/1303681177212129280?s=20 
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US Foreign Earned Income Exclusion Rules 


Are you a U.S. citizen, making <$107k profit in your business, and contemplating a move to another 
country? 


That $30k of tax you are paying today could go away depending on where you move and how you 
operate your business under the U.S. FEIE rules. 


DMs are open. 


https://twitter.com/AskForTaxAdvice/status/1302463284101001216?s=20 
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Do I need a holding company? 


Another question | get. 
Here’s a quick THREAD if you have ever thought about this... 
First, what is a holding company? 


There’s no strict definition, but basically it’s a business you form that holds the equity of other 
businesses. 


Depending on purpose could also be called a parent company or finance company. 
What does a holding company do? 


It potentially: 
1) Creates a vehicle to invest in multiple business if you want outside investment. 
2) Limits liabilities between multiple lines of business. 


3) Can lead to increased tax efficiency depending on jurisdiction and financing. 
So do you need one? 


Probably not unless you have multiple, distinct businesses that are profitable (and possibly are looking 
at bringing on partners that may finance). 


https://twitter.com/AskForTaxAdvice/status/1300069857887768581?s=20 
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How Olivier Cantin could pay $0 income tax. 

We’ve seen how Lawrence King does it (see attached thread), but he is a UK citizen. 
What about a Canadian resident like Olivier? 

What about you??? 


https://twitter.com/AskForTaxAdvice/status/1299162901408817152?s=20 


First Hurdle: Citizenship Country 
Your country of citizenship may tax you on worldwide income, income earned in country, or a mix. 
Canada doesn’t care about citizenship for tax — it taxes its residents. 


Olivier’s emails says Ottawa so we'll assume he is a resident of Canada. 


First Hurdle: Resident Country 
Canada taxes the worldwide income of its residents so Olivier can’t do what 
@lawrencekingyo 


does in Uruguay and just avoid any Canada-sourced income. 


As long as he is a resident of Canada he’s got Canada tax on his worldwide income. Bummer. 


First Hurdle: Resident Country 
Olivier can remain a citizen a Canada, but he needs to break that tax residency. 


How to break Canada tax residency... it's not all poutine and maple syrup, but it's doable. 


Breaking Canada tax residency 

Canada doesn’t specifically define what a resident is... What?? 

Tax law can be surprisingly murky people! 

...SO if you are currently a resident like Olivier, you have the burden of proof in becoming a non-resident. 


Here’s what should work... 
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Breaking Canada tax residency 

These are the must haves to break residency: 

1)Move out of Canada. Rent/own a home in a different country and stop living in your Canada home. 
2)Spouse/dependents have to move, too. 


Easy enough right? Make a home outside of Canada. 


Breaking Canada tax residency 

Change as many of these as possible to your new country: 
1)Driver’s license 

2)Health Insurance 

3)Bank Accounts 

4)Vehicles (bring your snowmobile Olie!) 

5)Other property 


Basically, don't keep a foot in Canada when you move. 


Move your life. 


Breaking Canada tax residency 

Then what? Hope? 

No, after you are gone, you want some certainty that you aren’t a tax resident anymore. 

File a Form NR73 when you leave so the CRA can officially determine residency or file as a non-resident 
on your next tax return (and hope).Winking face 

Breaking Canada tax residency — Departure tax. 

More? Seriously?? 


There is a concept of a departure tax on certain appreciated assets when you leave, but there’s 
exceptions/ways to defer or avoid it. 


Just keep this in mind. 
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Breathe... and think about the benefits... 

| feel like we need a break here. At least | do. 

There’s a bit to breaking tax residency in Canada, but honestly not that hard especially if you don’t have 
a big family/significant appreciated assets. 

Breathe...and think about the benefits... 

This might be a good time to think about what this gets Olivier, which is avoiding the following: 


1) Canada Income Tax: 29% 
2) Ottawa Income Tax: 13% 


Quite a JV partner that Canada, taking 42% of his profits. Winking face 


Where to move? 

Finally. 

So where should Olivier move? 

Does he have to join Lawrence in Uruguay? Seems like fun. 


There are a lot of options — it just depends on what he wants. 


Tax-Free Countries 
The Bahamas, BVI, Cayman, Monaco are nice options that have no tax. There are others. 


In Uruguay, Lawrence has to make sure he doesn’t do any income producing activity to create Uruguay- 
sourced income. 


This concern doesn't exist in a tax-free country. 


Tax-Free Countries 


In these no income tax countries, you don’t have that hoop to jump through...the drawback being the 
cost of living, as it tends to be higher in tax-free countries. 


Lawrence's plan has an advantage here with Uruguay's lower cost of living. 
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Countries with no world-wide income tax 

If not a tax-free country, Olivier needs to find a country with that does not tax the worldwide income of 
its residents: Uruguay, Costa Rica, Panama, Singapore, Hong Kong, Malaysia...and several others. 
Where to now? 

From here it's just the Lawrence plan | laid out earlier... 
https://twitter.com/AskForTaxAdvice/status/1298824986229125125?s=20 


But I'll walk through it for Olivier... 


Resident Country 


Unless a “no-tax” country, Oliver should avoid any economic activity within his new resident country 
that would give rise to domestic-sourced income in that country. 


In general, he should also spend 183 days per year there to maintain residency. 


Resident Country 

Does he actually have to have a resident country? 

Yes, it's beyond the scope of this thread, but it's best to have a residence for both avoiding taxes in 
other countries and banking. 

Last Hurdle - Everywhere Else 


It would be a bummer to not get taxed in your country of citizenship or country of residence, but end up 
paying tax somewhere else. 


Here’s how Olivier should avoid tax in countries outside of his residence... 


Last Hurdle - Everywhere Else 
This is country by country, but in general you don’t want to: 


1) Have fixed place of business in country. 
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2) Have employees/agents working for you in country 


You also don’t want to visit for more than 183 days/year and risk tripping residency. 


In Summary 

Olivier, you can get to 0% income tax, from 40%+. 

You would have to leave Canada, but it doesn’t mean you can’t ever go back and you can certainly visit. 
Uruguay isn’t the only option, but you’ve got at least one friend that could take you to the best steak in 
town. 

So what about YOU, reader? 

Are YOU tired of paying income tax? 


Can you find a way to legally avoid it? 


Who am I? 


First, @oliviercantin did not request this. | just wanted to help out a good guy, and give an example of a 
Canadian resident getting to $0 income tax. 


I’m just a guy who has so much tax planning oozing out of him that | drop random threads on how not to 
pay it. 

Who am I? 

I'm Patrick the Money Tweeting Tax Advisor. 

| am here to serve and save you cash. 

There's no tax question you have that | can't handle. 

| regularly tweet tips to save you THOUSANDS in tax every year. 

..and of course, DMs are always open. Reach out anytime. 


https://twitter.com/AskForTaxAdvice/status/1299162941116133376 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


63 


How Lawrence King pays zero income tax 


You’ve seen him tweet about it. 
Have you ever wondered how he does it? 
..or maybe if you could, too? 


\\\Thread\\\ 


First Hurdle — Citizenship Country 
Your country of citizenship may tax you on worldwide income, income earned in country, or a mix. 
Lawrence is a UK citizen, a Uruguay resident, and a “nonresident” for UK tax. 


The UK only taxes income earned in the UK for nonresidents. 


First Hurdle — Citizenship Country 

As long as 

@lawrencekingyo 

stays out of the UK for all but 46 days a year, he should maintain his UK tax nonresident status and not 


owe any income tax on any income he earns outside of the UK (presumably all of his income). 


White heavy check markHurdle Cleared! 


Next Hurdle - Resident Country 
If you aren’t taxed where you have citizenship, it’s probably because you live somewhere else. 
It would be great to not get taxed in your country of residence either. 


Let's see how Lawrence does it... 


Next Hurdle - Resident Country 


@lawrencekingyo 
wisely took up residence in Uruguay. 


Uruguay only taxes Uruguay-sourced income, nothing earned outside. 
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Next Hurdle - Resident Country 


Lawrence avoids any economic activity within Uruguay that would give him Uruguay sourced income. 
Thus he pays no income tax in Uruguay. 


He also needs to live there 183 days per year to maintain residency. 


White heavy check markHurdle Cleared! 


Last Hurdle - Everywhere Else 


It would be a bummer to not get taxed in your country of citizenship or country of residence, but end up 
paying tax somewhere else. 


Let's see how Lawrence does it... 
He also has to avoid a business presence in other countries. Assume this as he is making sales on the 
internet rather than operating. 


As long as he does the above, he’s generally free to travel to all the countries he makes money in and 
not trip an income tax. 


White heavy check markHurdle Cleared! 


Benefit of no Income Tax 


What is the benefit of not paying income tax. To 
@lawrencekingyo 
it is 45% of the profits he would be paying if still in the UK. 


Think about that! That's HUGE! 


Also, a lot of tax haven countries tend to be sunny with great beaches and great food. 


What is your total income tax rate? 


US: 30% to 50% 
Canada: 30% to 60% 
Others: Generally above 0%! 
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So what about YOU? 
Are YOU tired of paying income tax? 


Like Lawrence, can you find a way to legally avoid it? 


Who am I? 
First, 
@lawrencekingyo 


was not consulted on this. It's my tax knowledge applied to his tweets about his tax facts. 


If | can put this together from 5-6 of his tweets and a few assumptions, what could I do for you? 


Who am I? 

I'm Patrick the Money Tweeting Tax Advisor. 

| am here to serve and save you cash. 

There's no tax question you have that | can't handle. 

| regularly tweet tips to save you THOUSANDS in tax every year. 
..and of course, DMs are always open. Reach out anytime. 


https://twitter.com/AskForTaxAdvice/status/1298824986229125125 ?s=20 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 


and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


66 


How Chris Johnson could decrease his income tax from 37% to 4%. 
What about you (other US citizens)? 

Can you do it, too?? 

@CJ_Johnson17th 

Moving and saving tax 


Chris mentioned moving to Las Vegas recently, which is a great move from a tax perspective as Nevada 
does not have a state income tax. 


This is saving him 6-13% of his income, depending on what state he used to live in (or could live in). 


I’ve written some threads recently about paying 0% income tax, one documenting how 
@lawrencekingyo does it, but this one will apply to @CJ_Johnson17th, a US citizen, specifically. 


US Citizen 

As a US citizen, the plan for @CJ_Johnson17th is different. 

The US taxes it’s citizens on their worldwide income, whether they are US residents or not. 
You can’t be a US citizen and not pay tax to the US on all of your income. 

Okay, so what can Chris do? 

The rest of this thread assumes you want to keep your US citizenship. 

The answer: a tropical island with great people, food, and beaches, that is also a US Territory. 


Move to Puerto Rico. 


Internal Revenue Code Section 933 


Let me summarize - Residents of Puerto Rico are exempt from US tax on income derived from work 
done in Puerto Rico. 


Wait, what? 
A US citizen can earn income anywhere in the world and the US will tax it, except Puerto Rico? 
Yeah, that’s right. 
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Resident of Puerto Rico 


You have to move there. You, spouse, and children. Move into a home there and leave your home in 
the US. 


Mail, drivers license, health insurance, card moved, property moved, etc need to change. 

You also need to be there at least 183 days per year. 

Once you become a resident of Puerto Rico, you need to file forms with the IRS to get your income 
exempt and with Puerto to qualify for special tax rates: 4% and 0%. 


Remember once a resident, income you earn in Puerto Rico will not be taxed by the IRS. 


What about Puerto Rico, don’t they have tax? 


Puerto Rico Article 20 - Puerto Rico businesses that provide services to clients outside of Puerto Rico pay 


an income tax of only 4%. 


Article 22 - Residents of Puerto Rico by 0% tax on dividends and interest. 


What does this mean for Chris? 


Well, first, his $100k of dividends per year would be taxed free, versus the 24% he’s paying on it in the 
US. 


His qualifying business income could be 4% instead of 37% in the US. 


Qualifying Business Income 

Puerto Rico wants to connect to the global economy by having businesses in Puerto Rico perform 
services for clients outside of Puerto Rico. 

Qualifying Business Income 


In general, profit from services such as marketing, consulting, research, etc that are given to clients 
based outside of Puerto Rico will only be taxed at 4%. 


Any business income Chris makes that qualifies would be taxed at 4% versus 37% in the US. 
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What does this mean for Chris? 
If he has $1m of qualified business profits he saves $330k of tax. 
If he has $200k of dividend income, he saves $48k of tax. 


That’s serious cash. That is quite the annual dividend for moving and setting up shop in Puerto Rico. 


What else? 

There’s some tax stuff to think through on appreciated assets when making the move, but nothing crazy. 
Basically, @CJ_Johnson17th, if you are willing to move to Puerto, you stand to save a lot of tax every 
year. 

Who am I? 


First, @CJ_Johnson17th didn’t ask me to write this. He’s just done a lot for our community and | wanted 
to do something for him. 


Hopefully this can help others (like YOU) as well. 
As for me, I’m just a guy that drops tax planning threads every week! Follow to save! 


https://twitter.com/AskForTaxAdvice/status/1299541935942 709248 ?s=20 
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When should I form an LLC for my business? 


///Thread/// 


From a tax perspective, if you are the only owner (called a "Member" in an LLC), the IRS does not see the 
LLC as separate and distinct from you. It is "disregarded" from you for tax so it doesn't matter. 


So basically, if you are just getting started and you are by yourself, then there really isn't a tax reason to 
form an LLC. 


Once you reach a certain level of profit (approx $30k if you have no W-2 income) then it might make 
sense to form an LLC and elect to tax it as an S Corp. 


If you have a business partner you still do not have to form an LLC. You can carry on business as a 
partners and it will be taxed as a partnership. 


If you and your partner form an LLC, it will also be taxed a partnership. 


Note that when you have a partner, having a formal legal entity like an LLC with an operating agreement 
could be very beneficial if a dispute arises from a legal perspective. 


With a partnership, just as by yourself, as you make a certain level of income in your partnership, it 
might make sense to have it taxed as an S Corp and you would need to form an entity (LLC or 
Corporation) to do that. 


In the end, from a tax perspective, forming an LLC or other legal entity often doesn't make a lot of sense 
(and is an administrative burden) until a business is profitable and is expected to continue to be 
profitable going forward. 


A caveat is that there may be legal (as opposed to tax) reasons to form the LLC earlier, e.g., if your 
business carries certain product liability risks, potential partnership disputes, etc. 


In either case, tax or legal, seek a professional to help you with advice on your specific situation. 


https://twitter.com/AskForTaxAdvice/status/1297275757576806401?s=20 
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Tax Benefits of Whole Life Insurance 


You owe it to yourself to learn more about investing in whole life insurance in building wealth. 

See @ChroniclesNate to learn how to transform your wealth through the Infinite Banking Concept. 
Here is a thread on the three core tax benefits of whole life insurance. 

\\Thread\\ 

Tax Benefit #1 

The death benefit is tax free. Your heirs pay no tax on proceeds from the policy. 

Don't stick your loved ones with a tax bill. 

Tax Benefit #2 


Whole life builds a cash value over time similar to an investment account (but with some huge 
advantages). 


One such advantage is that the investment appreciation, dividends, interest income, and capital gains 
grow tax free. 


Tax-free growth. 

Tax Benefit #3 

Tax free usage of the cash benefit. 

Access the cash, that has grown tax-free, without paying tax on it. 
Access to cash with no tax. 

Sound like something to pay attention to? 

These are just the tax benefits. 


See Nate's course below to learn more about the Infinite Banking Concept of which whole life insurance 
is just a part. 


All benefits above assume proper structuring. 


https://twitter.com/AskForTaxAdvice/status/1297983285872807936?s=20 
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Real Estate Tax Savings - Cost Segregation 


If you have REAL ESTATE investments, you are probably MISSING this tax savings. 


Everyone likes the tax benefits of real estate, but few talk about this huge one that is more relevant 
NOW than EVER. 


For tax purposes, real estate costs are deducted over the useful life of the property. 


All that means is it you buy a $1M property, you don’t get $1M deduction the year you buy. You take it 
over 25-40 years depending on property type and jurisdiction. 


If you think about in terms of net present value, you will eventually deduct the full $1M, but it’s spread 
out for decades, hugely diminishing the tax benefit. 


Nearly all other assets are deducted faster than real estate. 
Most are around 7 years rather than 25 to 40. 
Acceleration of deductions can significantly increase the net present value of tax savings. 


While most assets are deducted over 7 years, right now in the US as part of recent tax reform, these 
shorter lived assets (anything under 20 year property) can actually be deducted in the year of purchase! 


So that increases NPV even more. 
You still benefit here if not in the US 
So what does this mean for your real estate? 


When you buy a property, a lot of it may not be structural to the property. 
Movable walls, appliances, various fixtures, lighting, etc. 


Up to 20% of the real estate purchase may not even be real estate from a tax perspective. 

All of this could potentially be separated into shorter life assets and deducted MUCH faster. 
More, in the US, most of this could be deducted in the year of PURCHASE rather than 39 years. 
See what deducting 20% of your real estate purchase price in Year1 does to your cap rate. 

Did your tax person forget to mention this to you? 


In all of your reading on real estate tax benefits, has this come up? 
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Large companies ALWAYS do this with their real estate. Why don’t you? 


https://twitter.com/AskForTaxAdvice/status/1303728362721030145?s=20 
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Real Estate - A huge TAX SHELTER, right? 

It’s cool to say, but do you want to know EXACTLY what it means? 
\\\THREAD\\\ 

1. Depreciation 


Really called cost recovery, deduct the purchases price of the property over a certain number of years, 
whether it is debt financed or not. 


This is a deduction you get without a cash outlay. 

2. Character - Rental Income 

The income is passive. This means you don’t have to pay 15.3% self-employment tax. 

3. Character - Exempt/Capital Gains 

If you’ve lived in the home personally for 2 of the last 5 years, you can exempt gains on sale. 


If you don’t meet the qualifications for an exemption, you still get capital gains instead of ordinary 
income treatment = lower tax rates. 


4. 1031 exchanges 

Say you want to keep owning rental properties, but want to sell yours. 

Any gains you have on sale, you roll into the purchase of a new rental property. 

You'll pay the tax someday, but not until you cash out the second property, which you can also roll... 
5. No tax if held to death... 

When you pass, the tax basis of your property is stepped up to current value. 

So your heirs could sell it and pay no tax. 


So basically if you keep exchanging up and hold some properties to death, you never pay tax on the 
gains. 


As always, hit me up with questions. 


https://twitter.com/AskForTaxAdvice/status/1299929723401797632?s=20 
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Real Estate Investors - Section 1031 - Like-kind Exchange 


Want to sell an appreciated property to buy something different, but don't want the tax bill? 
Have your heard of a like-kind exchange? 
***Thread*** 


Unlike other investments, if you sell an real property for more than you paid, but roll the proceeds into a 
new investment property, you defer the tax! 


Example: 

Buy Property A for $200k. 
Sell Property A for $300k. 
Buy Property B for $300k. 
No tax on Property A sale. 


Your tax basis in Property B isn't 300k - it's the original $200k. 


So your tax isn't gone forever, you've just deferred it until you finally sell it (or pass the property on to 
your heirs and then the tax could be gone forever). 


You have to follow these steps though: 
1) Find a qualified Section 1031 exchange intermediary. 


2) Accept an offer on your property (1031 language needs to be in the agreement, but not a big hassle 
for the buyer). 


3) ID up to three replacement properties. 

4) Go under contract on one of them (could be all three). 
5) Work with your intermediary on closing on at least one. 
Done. You just deferred a bunch of tax (maybe forever). 
No, unfortunately this don't not apply to stocks and bonds. 


Questions? 


https://twitter.com/AskForTaxAdvice/status/13064043 13971986433 ?s=20 
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Retail arbitragers. Increase your profit by 20%! 


-Register for a sales tax exemption certificate in your state. 

-Take the certificate to stores you purchase from and tell them you want to buy tax exempt. 
-Buy your inventory without sales tax. 

Next for important detail 

Many states use the form below. 

Tell your accountant so they can help you fill it out. 


Depending on your state and sales activity, you may be required to collect and remit sales tax from 
some customers (ask your account about this). 


https://www.streamlinedsalestax.org/docs/default-source/forms/exemption- 
certificate. pdf?Status=Temp&sfvrsn=e02b70bc 4 


https://twitter.com/AskForTaxAdvice/status/1288313307514970112?s=20 
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Freeing up cash through CARES Act Retirement Withdrawals 


Some of you have asked me about withdrawing CASH from your retirement accounts via the CARES Act 
to INVEST in a BUSINESS or other INVESTMENTS. 


Here's the answer... 

\\\Thread\\\ 

If you need to ACCESS your retirement account before age 59&1/2 you would generally be taxed on 
withdrawals at your ordinary rate +10% (penalty). 

Note ROTH withdrawals are KINDER in that there is no tax/penalty on what you originally contributed. 
Paying tax on your withdrawals is annoying, but not the end of the world because you got a TAX BREAK 
going in. 

However, the 10% penalty can be terribly expensive. 


Here's where the CARES Act comes in on withdrawals of up to $100k in 2020. 


Not one, but two (or three) BENEFITS. 

If you QUALIFY, 

1) The 10% penalty is WAIVED (big!) AND 

2) You pay the tax over three years (next three returns) rather than all on this year (nice deferral!)...AND 


3) You get a TAX REFUND on anything you re-contribute in three years. 


Qualifications: 
1)You, your spouse, or a dependent tests positive for COVID-19 
OR 


2)You experience adverse financial consequences due to quarantine, furloughed, lay off, or having work 
hours, business restricted, etc due to COVID-19. 
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...SO MANY people will qualify. 


Taking money out of a retirement account/your longer term strategy is serious business, but if you must, 
the tax consequences have been RELAXED in 2020 and penalties WAIVED if you have been financially 
impacted by COVID-19. 


Tread carefully, be well, and DMs are open. 


https://twitter.com/AskForTaxAdvice/status/1298801814033367040?s=20 
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Cashing out an IRA - What is my tax? 


| have gotten some questions lately on cashing out an IRA. Here's a thread on cashing out a ROTH IRA. 


///Thread/// 


First, | rarely recommend cashing out retirement accounts, especially a ROTH because | like to play long 
term and tax free, but some of you want to so here's how it works. 


You can always take your contributions out of a ROTH tax-free. 


If you have contributed $12k over the last two years and your current account balance is $16k because 
of growth of the investment, you can withdraw $12k without tax or penalty. 


If you want to withdraw the earnings, too, it gets really complicated on whether you would pay tax 
and/or a 10% penalty on the earnings. 


There are almost too many scenarios to run here in this thread so hit me with a DM if you want me to 
look at your specific scenario. 


https://twitter.com/AskForTaxAdvice/status/1296876054724907012?s=20 
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Is your business profitable? 


Are you based in the US? 

Is your business entity taxed as an S Corporation? 

If yes, yes, no above, you are probably overpaying your taxes. 
DMs are open. 


On the first Q, is there a certain level of profitability under which the S corp election doesn’t make 
sense? 


Yes, minimum is $30-40k profit if you have no other income. If you are already paying self-employment 
income on other sources (or have a lot of W-2) income the threshold can be higher. 


Thank you for sharing the inside baseball with us! 
Anytime! 


https://twitter.com/AskForTaxAdvice/status/1302314554290995200?s=20 
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Everyone thinks they need an S Corp. 

You might! 

Have you ever wondered what an S Corp actually does for you? 
This is purely a US tax concept. 


A Thread... 
First, Self-Employment Tax (“SE Tax”) 


If you are self employed - LLC or not - and have no other sources of income, you will be taxed 15.3% of 
your profits to $137,700 of profit and 2.9% profits after $137,700. 


It approximates payroll tax. 

This is in addition to income tax. 

Say your business profits $150k. Sole proprietor or single member LLC. 

In this example your SE Tax would be approx. $21,425. 

Here’s how the S Corp could save you tax... 

Let’s say in this example, that a business like yours would pay a manager like you $50k in a salary. 


In an S Corp you can pay yourself a reasonable salary which is deductible to the business (income to you) 
so it’s a wash, BUT only the salary would have SE Tax... 


So you would have $150k profit in the business and pay $21,245 SE Tax as a sole proprietor or single- 
member LLC, BUT... 


With your S Corp there would be $7,650 of SE Tax on your $50k salary and the remaining $100k of profit 
has SO SE Tax. 


Thus, the S Corp saves $13k+ SE tax... 


The key is to pay yourself a reasonable salary that you can document. It’s a science and an art, but 
should save you tax. 


Okay so say you are in place where an S Corp could benefit you. 
How do you file for one? 
An S Corp isn’t actually a legal entity. 
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Most commonly an LLC or a Corporation will elect to be taxed under Subchapter S of the Internal 
Revenue Code. 


So when someone says they have an S Corp, they actually don’t - they are just being taxed as one. 
Nuances, | know. © 


This election is made by filing a Form 2553. 

It’s actually quite easy. 

What isn’t easy is keeping up with all the S Corp rules to make sure you keep your election. 
Here’s where | recommend a CPA. 


Not me, I’m not currently taking new clients, but someone in your area... 


https://twitter.com/AskForTaxAdvice/status/1300234162847330306?s=20 
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Save up to $8k of tax per year. 
I'm a freelancer - would an S Corp help me? 
In short, yes. It could help you a lot. 

As always, it depends. 


Read on. 
In the US, as in many countries, there is a social security tax. 


Basically you pay 7.65% for social security and Medicaid that you will get when you reach a certain age. 
Your employer matches the same amount. 


If you are self-employed (e.g., a freelancer), you pay both parts... 
15.3%... 


If you have an S Corp, you can reduce the amount of income that you have to pay 15.3% on... 
Here's how it works: 

Say you make $100k of profit. 

If you don't have an S Corp, you are going to pay 15.3% of that for self-employment tax. 


Say that if you were to hire... 
someone to do your job, you would pay them S5OK to do it. 


You can pay yourself $50k and have self-employment tax on it, but the additional $50k (remember, you 
were making $100k as a freelancer) would not have self-employment. 


You need and S Corp to get this treatment. 
It's an easy S8k per year. 


DM me. 


RT this. 


https://twitter.com/AskForTaxAdvice/status/1320118440280031233?s=20 
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Can you legally avoid taxes with an LLC? 


Yeah, for sure, but there's a little more to this question. 

Read on. 

*** Thread *** 

Just dropping a business into an LLC doesn't change your tax situation. 


In fact, the IRS view an LLC with 1 owner as nothing...literally it sees right through the LLC to to the one 
member. 


The juice comes when you make an election to have the LLC file as an S Corp. 
..that is if you would pay an actually employee less than the profits of the S Corp. 
Example: 

Say your business makes $100k. There's a 15.3% tax on all of that. 

BUT... 


with an S Corp, if a fair wage is $50k to yourself, you would only pay the 15.3% on the $50k, not the 
whole $100k. 


Quick math, this save you about S8k of tax. 
DM me with questions. 

RT this. 

Like it. 

Share it. 


Let's building a community of people that understand tax. 


https://twitter.com/AskForTaxAdvice/status/1320122180412317696?s=20 
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Are you paying sales tax when you buy to flip? Stop! 


Sales Tax is the responsibility of the consumer. 


A manufacturer doesn't charge sales tax to a wholesaler. A wholesaler doesn't to a retailer. A retailer 
charges it to a customer. 


When you buy for resale at Walmart, you are a wholesaler and should not pay it. 
@CoachJoeHart 


https://twitter.com/AskForTaxAdvice/status/1302416979102298113?s=20 
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Tax-Loss Harvesting 


On days like today when the market drops, do you do any tax-loss harvesting? 
It's a way of saving tax in a given year, but keep long-term positions in stocks. 
Even more, you can compound the tax savings into additional investments. 


\\\Thread\\\ 


Let's say you want a long term position in several dividend paying stocks, for example: 
SKO 

SJNJ 

SWBA 

SPG 

SMCD 


(Credit: @CalebGregory304 for these in a recent post). 


Say you bought all of your SKO back in February at $60 - 1,000 shares so $60,000. 

Today, you could sell it for $50 and lose $10,000, which would be deductible. 

You can't buy SKO back tomorrow and keep your deduction because of something called the "wash sale" 
rule... 

Wash Sale Rule 


In general, if you sell a stock at a loss and you buy it again within 30 days, your deduction gets deferred 
until a subsequent sale. 


...but you could invest the $50,000 in SJNJ that was also down today and has a similar dividend yield. 


This cements your $10,000 deduction in SKO (saving you $3,000 of tax), but you still have a long term 
position in a dividend aristocrat. 


In 30 days, you could start buying SKO again - see Wash Sale rule below. 


Of course, you want to do this where you have a loss on a stock you don't want to buy for 30 days so 
maybe it isn't SKO for you here, but something else. 
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So | get a deduction, that's nice. What else is special about this? 


If you know you are getting $10,000 deduction which could be worth $3,000 to you in tax, why not 
invest the $3,000 tax benefit as well? 


Basically, exchange a position in SKO for a position in SJNJ + $3,000. 


In a sense, tax loss harvesting is powerful because it saves you tax, but you can make it even more 
powerful by compounding the savings into more investments. 


Here are more examples of how you can tax loss harvest... 


Another easy place to do this and where it might make more sense for some is in sector funds. 
Say you have recently bought a lot of an S&P 500 fund and had some paper losses today. 


You could sell the S&P 500 fund and then buy a Russell 1000 fund. 


Maybe you didn't listen to @CJ_Johnson17thlately and kept buying STSLA and SAAPL. 


You could sell both of those for losses and shift the cash to some of @CJ_Johnson17th favorites like ST 
or SMCD. 


This would also get you a deduction and avoid a wash sale. 


If you can meet your long term goals while take deductions along the way with TAX LOSS HARVESTING it 
can free up CASH for more INVESTMENTS getting you to your long term goals FASTER! 


https://twitter.com/AskForTaxAdvice/status/1301623139751923717?s=20 
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Story Time - Mindset. 
| once gave a friend simple tax strategy: 


Bunch pay your potential itemized deductions for two years in Year 1, then take the standard deduction 
in Year 2, leading to higher total of deductions over the two years. 


Here's an example... 
\\\Thread\\\ 
The standard deduction is $12,200. 


Each year you pay about $4k of state tax, $4k of charitable contributions, and $2k of mortgage interest, 
and $2k of property tax = $12k. 


So you would take the standard deduction of $12,200. 
Over two years this is $24,400 of deductions. Instead, in Year 1 you could: 


Pay your total $12k of deductible items, but also prepay your property tax and charitable contributions 
for Year 2. 


So now you would have $18k of deduction in Year 1 and $12,200 in Year 2, totaling $30,200 of 
deductions in two years vs $24,400. 

This $5,800 increase could save you a net $2,000 over the two years. 

It's perfectly legal and ethical - you are making payments and deducting them exactly as the law says. 


My friend was like, "I don't know, that sounds shady..." 


She called me in January of Year 2 when she had changed her mind and asked if it was too late to 
implement the strategy. 


It was and she was out $2k. 
How does your mindset, your mental scripts, hold you back? 
Don't do anything wrong, but don't pay more tax than you need to... 


"Any one may so arrange his affairs that his taxes shall be as low as possible; he is not bound to choose 
that pattern which will best pay the Treasury; there is not even a patriotic duty to increase one's taxes." 


-Judge Learned Hand, Gregory v. Helvering, Famous tax court case 


https://twitter.com/AskForTaxAdvice/status/1300638106694098946?s=20 
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Save $1,000s of tax! (by finding more deductions) 


This thread is for you. 

***Thread **** 

Anything you spend to make money is potentially deductible. 
Use your house? 

You can deduct part of it - lawn care, utilities, internet, etc. 
Use your phone? 

You can deduct part of it. 

Use your car? 

You can deduct mileage. 

Plastic surgery? 

Possibly. 

If you spend money to make money, it potentially deductible. 
Come up with a case. 

Run it by me. 

I'll give you my free opinion. 

Like this. 

RT it. 


Let's grow a community of people that understand tax. 


https://twitter.com/AskForTaxAdvice/status/1320120819071201282?s=20 
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I made a BIG, HONEST mistake on my taxes. 


Well, either way, good or bad, you probably want to amend your tax return. 
Read on. 

***Thread*** 

Always file you taxes in "good faith." 

Anything else is fraud. 

Fraud is a bad as it sounds. 

Good faith just means you did your best to file your taxes fairly and honestly. 


Good faith does not mean you err on the side of penalizing yourself just in case. 


It means you take a position on your best understanding of the law. 
Leaving off income you know you made is never good faith. 
So what if you file in good faith and you later realize you left off a HUGE deduction? 


..or you left off a HUGE amount of income? 


You amend your tax return. 

What does amend mean? 

Tax authorities know this is going to happen occasionally. 

In the US its form 1040X for an individual. 

It's other forms for a business. 

In other countries there is undoubtedly a process. 

The point is, you can file in a good faith and make a mistake that hurt either you or the government, but 
there is a process to fix it. 
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DM me with question. 

Share this for all. 

RT, like, whatever. 

I'm just giving away everything | know so help me share it. 


https://twitter.com/AskForTaxAdvice/status/1320124406266515457?s=20 
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It starts with a LETTER from the IRS. 

They ask some questions around your business income. 

You mail back their requested items. 

On a rainy Saturday you walk to the mailbox and see that IRS logo. 


You slip open the envelope to an AUDIT request. 
They come to your HOME. It’s less than cordial. 


They are okay with your 9-5 income, but dig in HARD to your side hustle. 
Your books and records aren’t great. 
You give them what you have. 


They come back and say they have ASSESSED you for $10,000 more in tax... 
And $2,500 of PENALTIES and INTEREST. 


‘What?! How?!’ 
1) DON’T let this happen to you. Get your sh*t together. 
2) If this does happen to you - call me! 


If this gets 100 RTs or 250 likes, | will do a series on how to avoid this NASTY situation above. 
You did it!!! 


250 likes (More like 500©). 


lIl drop a thread this week on how to avoid that NASTY situation!!! 


https://twitter.com/AskForTaxAdvice/status/1311050359566106625?s=20 

You asked for this with 250 Likes! 

As promised, here's how to avoid the NASTY situation with the IRS described below. 
Don't fall prey to a sideways situations on an IRS AUDIT of your side hustle! 


and AVOID PENALTIES! 
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Step 1 - Use the right tax treatment on your transactions. 

Learn some tax or hire someone. 

I'm not promoting myself here because I'm not currently taking clients. 

| don't tinker with my car's powertrain or grow my own penicillin to fight a sinus infection. 
Hire a tax person. 

It doesn't cost that much and they usually pay for themselves in stuff you would miss. 
@DaveRamsey even says this and who is cheaper than him?! 


If you just have to DIY, then learn some tax. Take a little course. Read a book. Not recommended, but 
might be better than nothing. 


The biggest place | have seen audits go sideways is people just booking things completely wrong: 
-Putting charitable contributions on their schedule C. 
-Accidently writing off asset purchases. 


-Taking advice from their cousin. 


Step 1 - Don't do that stuff. Hire or be smart! 


Getting Step 1 right is your most important step in your AUDIT DEFENSE: 
The IRS algorithm is looking for odd things. The wrong treatment on your tax return just sticks out. 


When the agent shows up and you don't have a tax person/don't know tax, you are at their mercy. 


Step 2 - Books! 


Once you know how the basics of your business should be treated for tax, then actually keep good 
books! 


Maybe you've got Step 1 right, but your return still looks weird. 


If you were an auditor, how would you view the follow examples?: 


1) Taxpayer produced a Profit and Loss report and Balance Sheet upon request that were professionally 
prepared, while walking me through key transactions. 
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2) Taxpayer had no financial statements and said they have been meaning to get to that? 

It doesn't have to be fancy, but your tax return requires a Profit & Loss statement for your business and 
sometimes a Balance Sheet. 

If you can't produce these from your own books, it gives the auditor no confidence in your numbers. 


If you can, you stand out in a good way. 


You don't have to become an expert in QuickBooks. 

It's probably not worth your time. 

Again, you can hire that out!... or you can use a spreadsheet. 

You can literally copy the lines of your business tax return - Schedule C in the US or whatever Profit & 
Loss you have in... 

..other countries. 

Have a tab for each line. 

Every time you spend something, put it in the tab you think it goes. 

Have the tabs total to the front page. 

Write a little description. 


You can even do it once a month off your bank & credit card statements. 


You can either learn how each item could be treated or you tax person can tell you very quickly! 
Step 2 - Just keep some basic books! 

Step 3 - Records 

Imagine these scenarios: 


1) Taxpayer claimed $10,000 of mileage deductions in a personal car, but when asked for support 
replied, "business driving and stuff." 
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2) Taxpayer claimed $7,893 of mileage deductions in a personal car. When asked for support... 
...took me to glove box of his truck and produced a mileage log with dates, miles driven, and a 
description of each trip. (This could also be an app on your phone.) 


Have receipts of invoices for major purchases or large categories of small purchases. 


None of this has to be fancy, just organized! 
It doesn't have to be in paper. Electronic is fine. 
Just in general, have a system that is easy for an auditor to understand. 


Keep these records for 7 years. It's not hard if they are electronic, but back them up! 


Step 4 - Be prompt! 


When most people get a letter from a tax authority, they put in back in the envelope and wait until it is 
due. 


Call someone right away that knows how to handle it. 


I'm free to Money Twitter. If the IRS comes knocking, ping me right away. Don't wait! 


In Summary, if you were an auditor, who would get a better audit?: 


1) Someone who could explain their taxes (or hired someone who could), that had good books, good 
records, and was prompt. 


OR 

2) Someone who didn't understand their taxes, had no books and records, and was late? 
Be prepared and avoid a NASTY tax assessment that you don't need. 

It's actually pretty easy if you follow my four steps. 

If you found value in this, please RT to your friends. | would love to help them all. 


https://twitter.com/AskForTaxAdvice/status/1314647997393907712?s=20 
Save $1,000 per year in tax! 
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Rent your home to your business, no more than 14 days per year. 
This one has some hoops to jump through, but doable... 


***Thread*** 
In general, renting your home creates taxable income to you. 


In the US there is a 14-day exception: 


Rent your home no more than 14 days in a tax year and you don't have to report the income. 

If you have a business where you would occasionally rent out space for meetings/other reasons and 
your home is sufficient, you can charge your business (a deduction) and not pick up any income to 
yourself (if under 14 days). 


Here is an example: 


-You own a business with 10 employees. 

-Once a month you have a day-long team meeting. 

-To rent space in the area would be $250/meeting. 

-You host the meeting with your home each month and charge your business the $250 *12 months = 
$3,000. 


The $3,000 is deductible to your business, BUT NOT income to you if you don't rent your home for more 
than 14 days. 


In this case it is 12 days of renting. 


Note - If you accidently rented your home out 3 other days via @Airbnb, you would be at 15 days and 
lose all the savings. 
If you are going to do something like this, consider the following: 


-Keep good records. What the meeting was about. Who was there. Why it was necessary. How much 
you would have paid somewhere else. 


-Have your business issue a Form 1099 to YOU for the expense. 
This is a fun one when it works AND it's also easy to mess up so spread the word! 


DM me with questions. 


https://twitter.com/AskForTaxAdvice/status/1317560464394604546?s=20 
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Get PAID to go on VACATION!!! 


Two simultaneous transactions: one generates a tax DEDUCTION and one generates TAX-FREE INCOME. 
This might be my second favorite thread I’ve ever written! 
Let’s bounce this through all of our friends via like/RT!! 


First, the DEDUCTION: 

Vacations might have airfare, lodging, and food costs in the $1,000s or more. 

In general, none of this is deductible. 

BUT!!! 

When I'm on vacation, | like to be on vacation, but | know how most of us on MoneyTwit are... 
You are going to spend a couple hours per day working, even while on vacation. 


Even more, at the resort bar or the pool, you are going to be naturally networking and making 
connections. Talking shop. 


You might even be there looking at property to buy and rent out. 
If your primary purpose is business, the trip is deductible. 


The hurdle for primary purpose is generally that you work at least half of every business day = at least 4 
hours/day. You don't have to work on travel days. 


Do that and you should be able to deduct your vacation. 
Ideal Scenario 
You meet your friends at a resort in Florida. 


Airfare - $300 

Lodging & Food - $1,400 
Other - $100 

Total - $1,800 
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You work 4 hours per day because you can't leave it alone, but still have a great time the other 20 hours 
per day! 


Take a $1,800 deduction!!! 
If you are single and own a business with $90k profit, you are paying up to 44% tax! 


So that $1,800 deduction is worth $800 to you. 
So we are net $1,000 cost at this point. 
Now we have to find > $1,000 of TAX FREE income so you can get PAID to go on vacation. 


Let’s go! 


The Tax Free Income! 

Rent your home out on @airbnb 

or @vrbo 

, while you are on vacation. 

You can get $1,000 a week in almost any market. Live near something cool = MORE!!! 


But when you rent out your home, you are stuck with a HUGE rental income tax. 


Here’s how to avoid that! 


In general, renting your home creates taxable income to you. 

In the US there is a 14-day exception: 

Rent your home no more than 14 days in a tax year and you don't have to report the income. Go one 
day over that and ALL of it is taxed. 

In this example, your vacation would cost $1,800. Save $800 of tax by deducting it. 


You would rent your place for $1,846, but by using the 14-day rule you would not pay the $535 of rental 
income tax. 


In the end, you would be up a total of $846 by going on your vacation!! 


Wha?! 
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Work with your tax advisor. 


Document your time worked on vacation/work done. Limit renting your house to 14 days per year. 
Restrictions can apply to vacations outside US. 


...AND GET PAID TO BE ON VACATION!!! 
If you liked this, let’s spread the first tweet with a like or RT!!! 


https://twitter.com/AskForTaxAdvice/status/1317593768254705665 ?s=20 
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Tax Loophole Alert! How to deduct your vacation! 


This could be worth $1,000s every year. 

***Thread*** 

Other, than in 2020, many of us go on vacation every year. 

Vacations are not cheap (usually). 

Some vacations might have airfare, lodging, and food costs in the $1,000s or more. 


When l'm on vacation, | like to be on vacation, but | know how most of us on Money Twitter are... 


You are going to spend a couple hours per day working, even while on vacation. 


Even more, at the resort bar or the pool, you are going to be naturally networking and making 
connections. Talking shop. 


You might even be there looking at property to buy and rent out. 
If your primary purpose is business, the trip is deductible. 


The hurdle for primary purpose is generally that you work at least half of every business day = at least 4 
hours/day. You don't have to work on travel days. 


Do that and you should be able to deduct your vacation. 


Ideal Scenario 
You meet your friends at a resort in Florida. 


Airfare - S600 

All-Inclusive Resort - $2,100 
Other - $300 

Total - $3,000 


You work 4 hours per day because you can't leave it alone, but still have a great time the other 20 hours 
per day! 


Take a $3,000 deduction!!! 
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FAQs 

Q: What is considered working? 

A: Profit motivated activities. 

Q: Can | deduct my family's expenses if they come, too? 

A: Are they working on the business fours hours per day, too? If so, you should. If not, you generally 
would only deduct your own expenses. 

Q: If have heard the rules are more strict if traveling outside of the US. Is this true? 

A: If you are gone more than a week outside of the US or more than 25% of your time is personal, you 
may only be able to deduct some of your expenses. 

Q: Do I need to document? 


A: Yes, thoroughly. Keep all your receipts and make a daily log of what you did and for how long. Give 
to your tax preparer. 


If this thread was valuable to you, be kind to your friends and RT so they can get value, too! 


https://twitter.com/AskForTaxAdvice/status/1310023268364161024?s=20 
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If I'm freelancing, how much should I set aside for income tax? 


What are quarterly payments? 

***Thread*** 

Find your estimated income in this table - include all sources of income: from your 9-5, PROFIT from 
freelancing or a business, and taxable investments: 


So say you are single and your total taxable income is going to be $80k. You would be 22% above. 


Then add in 15% for self-employment income tax on any profits from a business/freelancing. THIS 
DROPS TO 3% AFTER $131K. 


Then add in your state tax - O to 7% for most of you. 
So if you are single, making 60k from a 9-5 and 20k from a side hustle and you live in Florida... 


On your side hustle PROFIT, you should set aside: 

-22% Federal Income Tax + 

-15% Self Employment Income Tax + 

-0% No Florida State tax 

=37% 

If not cash strapped, 30% is usually a good rule of thumb because it often covers most of what you need. 
If you are bad with money, go 40% and that should often give you a little something left over. 

Keep in mind this is NOT on your W-2/9-5 income. 

Profit is AFTER expenses. 

Quarterly payments. 


The IRS (and possibly your state) expect you to make tax payments through out the year. 


If you have a 9-5 this is done via your paycheck withholdings. Just consider side hustle income in your 
Form W-4. 


If you only have business or freelance income, you typically don't have paycheck withholdings (unless 
paying yourself, e.g., in an S Corp). 


These payments are made via Form 1040-ES: 
irs.gov/pub/irs-pdf/f1... 
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If it bothers you that you are having to pay 30-40% of your profit in tax, know that there are ways to 
reduce this. 


https://twitter.com/AskForTaxAdvice/status/1317554124033019904?s=20 
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How to hire Patrick the Tax Advisor 


| get asked this question A LOT. 

I'll be honest, it's possible, but difficult. 
Here's how to increase your odds. 
***Thread*** 


1) Table Stakes: Follow me. I'm committed to Money Twit, but even more committed to those who 
follow my account. 


2) Share my threads with others. If you are commenting, liking, and RTing my stuff. I'm naturally going to 
pay more attention to you. 


3) DM me or use my "ask a question" link in my bio. 

Ask me anything you want. 

Don't apologize. I'm here to help. 

I've made several friends via DM. They will of course have my attention. 

4) Have an interesting issue: 

Discover oil in your backyard, 

Negotiate a $200k raise, 

Become an NFL draft pick, 

Consistently win 70% of your stock trades. 

| see it all so have a cool issue! 

I've gotten on the phone with several of you that have things like the above. 
Never hesitate to ask me anything no matter what stage you are. 

| am here to serve FOR FREE. 

For most of you, my threads can save you $1,000s and I'll answer any of your questions for free via 


DM/my bio link. 
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To actually hire me, do as much of the above as you can. 
| do recommend that you hire someone. 

| wrote the thread below to help you with that. 

DM me if you need any help here. 


https://twitter.com/AskForTaxAdvice/status/1317547196250718213?s=20 
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It’s September. 


Is your bookkeeping up to date so you don’t have a mad scramble at tax time? 
Here’s how to get caught up in <1 hour and stay on track through the end of the year. 
***Thread*** 

Gather Income Data 

Open a sheet. 

List all the platforms you have made money on this year. 

Have a link to the login page for each. 

Pull your year to date sales report and drop this number in. 


Manually add any cash sales or platforms that don’t give you a report. 


Expenses 
Ideally you’ve kept receipts on purchases. No worries if not. 


Pull year to date reports on every account you spend money on for your business (ideally you don’t mix 
business on personal on the same account. Ha!) 


Quickly scan and mark anything you think is business. 
Drop into sheet. 


Think if anything personal you use to benefit your business: home office space, mileage on a personal 
car. 


Drop in values here also. 
Repeat 


Mark a calendar and do this at the end of every month. It’s even easier when you aren’t catching up 8 
months! 


Bonus points if you use QuickBooks or hire a bookkeeper. 


https://twitter.com/AskForTaxAdvice/status/1307546670780080131?s=20 
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Startup Tax 201 - Section 83(b) election 


General - unvested options are not taxed when granted, but when vested. 


Section 83(b) allows you to elect to pay tax on them when granted (presumably lower value/lower tax) 
and not be taxed when vested. 


DM if you are considering. 


If you have an unvested equity/options grant worth $50,000 and make an 83(b) election, you would pay 
tax on the $50,000 up front. 


As an example, if it vests in 3 years and worth $100k at vesting, you wouldn't pay any more tax when it 
vests. 


But if you sell it, you would pay tax on the difference in the $100k and $50k. 


Without and 83(b) election, you wouldn't pay tax on the $50k when granted, but you would pay tax on 
the $100k when vested. 


So if you are going to sell it right after it vests, you are still paying tax on $100k either way, but the 83(b) 
would give you capital gains on $50k, which is typically lower tax rates. 


If you aren't going to sell it, the 83(b) gives you a much better answer if the value of the shares goes up 
between grant and vest. 


https://twitter.com/AskForTaxAdvice/status/1302448688296419328?s=20 
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FBA Brand Purchase - Taxation 


Buying income isn’t limited to dividend stocks. 


At some point you may buy an income producing asset, a functioning ecom website, or even another 
small business. 


How you do this can have significant tax consequences. 


Here’s what to think about. 


Let’s say you want to buy a functioning FBA business. The business has the following in a corporation: 


-A couple of successful brands, 

-Supplier contracts with favorable terms, 
-Ungated for toys and health on Amazon 
-A warehouse lease, 

-An engage employee, and 

-A website 


You and the owner have agreed to a $150k purchase price, but what are you buying? 
If you buy the EQUITY/stock of the corporation, you will get $150k of tax basis in the stock, meaning you 


will likely never recover the basis in the form of a deduction unless you sell the company. 


If you set up your own entity and buy the ASSETS (all of the operations listed above), you WILL recover 
that $150k in the course of the business at a minimum of a $10k deduction per year for 15 years, but 
possibly faster. 


$150k of deductions vs potentially none and you have effectively purchased the SAME business. 


Deal terms matter. 


Let me know. 


https://twitter.com/AskForTaxAdvice/status/1308073466990596103 ?s=20 
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Do I Need a Holding Company? 


If | have multiple business, should | have them all in one LLC or each in their own LLC? 
This is probably more of a legal question than a tax question. 


A properly maintained LLC may limit the legal liability of one business from other, in they are separate 
LLCs. 


That said... 
As long as I'm not doing something risky (e.g., selling my own physical product that could be dangerous), 
| don't like to form a new entity until I've proven the business has some longevity. 


That's not legal advice. Just my own view. | like to avoid hassle until necessary. 
For tax, it doesn't matter unless you want S Corp treatment. 


An LLC with one owner (single member LLC) defaults as disregarded by the IRS. They see right through it 
to you. 


So you can have 12 and the IRS just sees 12 lines of business that are you, not the LLC. 


BUT... 
If you want to be taxed as an S Corp, you need an entity. 


You can have all your "businesses" in one entity or split them into multiple, but again, more entities = 
more hassle so if it's me, | put them all in one (or none) until one takes off... 

If they are both going to grow a lot, | might split them then into separate LLCs, but not while I'm 
testing... 


You could also have the most promising in an LLC and have another unincorporated while testing it if 
you don't think there's much risk. 


BUT! 
Why chase more than one business at once? 


..and if you are just in test mode on several, why setup an entity? 
Here's a couple of threads | wrote that may also help. 


https://twitter.com/AskForTaxAdvice/status/1307778483595206664 ?s=20 
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Taxation of an Initial Coin Offering (“ICO”) or initial tokenization 


Want to tokenize some art, an piece of property, or even yourself?? 

How is the tokenization taxed? 

Crypto is so new and unique that we don’t have full guidance on it for tax. 
So in looking at an ICO, we have to think about how the token will behave. 


Equity - if the feels like equity, long term participation and upside, it’s like an IPO and generally no tax to 
the issuer. 


Debt - If it feels like debt, interest paid, and no upside, then it’s like a debt issuance and should not 
create tax to the issuer. Note if there is no interest, but determined to be debt, there could be deemed 
periodic taxable interest income to the investor. 


Prepayment for goods and services - if the tokens are a prepayment this could be taxable to the issuer. 
Depending on terms, could be deferred. 


Property - typically taxable. This is basically just a sale. 


https://twitter.com/AskForTaxAdvice/status/1307858673369309184?s=20 
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If you are a US Citizen or resident and own a foreign company do you understand the US Foreign 
Controlled Corporation Rules? 


Note there is more exceptions in this space than rules, but I'm going to try to give a basic example. 


These rules are very complex so hire a tax pro. 


Say you are an Irish citizen and have an Irish company. 

A move takes you to the US for a few years. 

Assume you become a US tax resident (not hard in this case). 

A US tax resident is a tax "US person." 

The US taxes the worldwide income of it's citizens and residents. 


A foreign company that is owned at least 50% by US shareholders (US persons that own at least 10% of 
the company), is determined to be a controlled foreign corporation ("CFC"). 


Historically, a CFC was an exception to the US taxing worldwide income. 


The income of a CFC wasn't taxed until distributed to the US. 
The exception was certain passive income was taxed immediately (Subpart F income). 


Now, there is still Subpart F income taxed immediately, but tax on is no longer tied to repatriation of 
cash. 


Enter the GILTI regime 

GILTI or Global Intangible Low-Taxed Income is any income the CFC has after Subpart F income, can be 
taxed immediately in the US at 10.5% (1/2 of the 21% corporate rate). 

You take total income of the CFC, reduce it by Subpart F, and then reduce it by 10% of the tangible 
assets. 

Example 


Company has no passive income, $100k of operating income, and $1M of tangible assets. 
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Profit: $200k 

Sub F: <SO> 

10% of Assets: <S100k>. 
= $100k of GILTI income 


Gross GILTI tax of $200k * 10.5% = $10.5k. 
Am | double taxed? 


In this example the Irish company is paying 12.5% Irish corporate tax or $25K. 


When the US taxes a CFC, there is a complex foreign tax credit calculation to mitigate double taxation. 


Example Con't 

Since $100k of the $200k profit is GILITI, there 1/2 of the Irish tax could be creditable in the US. 
GILTI gives an 80% foreign tax credit. 

So here: 


Irish Tax: $25k 

Irish Tax on GILTI: $12.5k 

80% GILTI Foeign Tax Credit: $510k 
GILTI Tax: $10.5k 

Net Tax: $0.5k 


End result... 


The Irish company continues to pay 12.5% tax in Ireland, but the owner will have a bunch of new US tax 
forms (From 5471 and related schedules) to file and will pay a nominal amount of tax in the US. 


Change the facts and the answers could change dramatically. 


DM 


https://twitter.com/AskForTaxAdvice/status/1307791165601841161?s=20 
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Flippers/FBA Sellers 


What is a CFO? 


Do you need part-time CFO services... 

Of course not! 

If you want to continue to run a semi-directionless operation, not crush a three-year plan, make 
investment decisions that flip on what you ate that day, and ineffectively use cash... 

What is a CFO 

It's not the big corporate executive you see glamorized in the media. 

It's someone that runs three processes for your company: 

-Financial Planning & Analysis 

-Cash Management 


-Reporting & Controls 


These things exist and matter, no matter how small your business. 
Do I need a CFO? 


Nope, just some part-time CFO services. 

What would this look like? 

1) A three-year financial plan with monthly monitoring. 

2) Analysis on all business investment decisions - e.g., ROI on marketing dollars or products to flip. 

3) Cash and credit management to minimize borrowing costs, maximize returns on free cash flow, and 
ensure cash is available when needed. 


4) Financial statements for results tracking, potential borrowing, and tax preparation. 


5) Tax Planning. 
The ROI on these services is through the roof. 


You are leaving money on the table left and right and don't even realize it. 


https://twitter.com/AskForTaxAdvice/status/1307767196786057220?s=20 
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FBA Sellers 


How many of you have received a tax notice from a state like California 
saying you owe back sales tax, even though you don’t have a presence there? 


***Thread*** 


lIl skip the court history, but prior to the fall of 2018, a state couldn’t require you to collect and remit 
sales tax unless you had some physical presence there. 


Like an office, a warehouse, employees, etc. 
Basically if you were just selling from out of state, no problem. 


The gray area in the law was if you had an independent contractor in a state that was acting more like 
an employee and doing significant things for your business. 


Think a person devoting most of their work time to your business and basically reporting to you on 
operations. 


Some states decided that Amazon FBA and it’s warehouses and employees working on your behalf was 
creating a physical presence for your business in their state. 


So they started telling you that you should be collecting and remitting sales tax from your customers on 
FBA Sales. 


Worse, they wanted three years of back taxes that you didn’t collect, which could be more than your 
annual profit! 


Much of this has been resolved going forward, but some states may still be hassling you for back taxes. 
If this is the case for you, I’m happy to help. 


In the fall of 2018 a US Supreme Court case involving Wayfair ruled that states could tax out of state 
sellers if they hit a certain threshold of sales, rather than requiring a physical presence. (Economic 
nexus) 


At first this sounds bad for FBA sellers. We’re they going to have to remit sales tax in potentially 45 
states with sales tax? 


...but some reform quickly happened with 38 states now requiring Amazon to collect and remit sales tax 
on your transactions. (Marketplace facilitator) 
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You aren’t totally out of the woods. 
There are some states with economic nexus that don’t yet protect you with marketplace facilitator rules. 
There are also some cities with the same problem. 


Reform is continuing to be worked on, but until it’s finished watch for tax notices. 
Let me know if | can help. 


https://twitter.com/AskForTaxAdvice/status/1307679368676810753?s=20 
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Taxation of Crypto Currency Trading 


Taxable Events: 

-Selling crypto for fiat 

-Buying one crypto with another crypto 
-Spending crypto 

-Earning crypto 


Non-Taxable Events: 


-Buying crypto with fiat 
-Transferring crypto between your wallets 


***Thread*** 
Taxable Events 


The IRS views cryptocurrency as property so it's taxation is more like when trading as stock than a 
currency: 


-Gains or loss are calculated on transaction value vs. cost basis. 
-Coin held for >1 year is benefited by long-term capital gain rates. 
Considerations 


Gains need to be calculated when coin is sold for fiat, exchanged for a different coin, or used to make a 
purchase. 


It's very hard to assign basis to a tranche of satoshis you are using to buy a cup of coffee. 


If you are HODL, this doesn't matter for now. 
Trading is probably easier to track than spending, esp. if trading in blocks, but still difficult. 


There is some good software out there that sync with the major exchanges when it comes to tax time or 
you can ask your tax advisor. 


I'll do another thread on this specifically. 
Why is purchasing something with coin a taxable event? 


It is treated as property, subject to capital gains so if you are holding a coin that cost $100 and it's now 
worth $200 and you spend it on something that is $200, it's viewed as if you sold it and then made the 
purchase. 
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This problem would be minimized on foreign currency transactions where there is a $200, per 
transaction exception. 


This exception does not exist for cryptocurrency. 
What can | do with my crypto that doesn't cause a tax? 
You can buy it with fiat and you can transfer it between wallets you own. 


Everything else is generally like selling a stock and has tax consequences. 
https://twitter.com/AskForTaxAdvice/status/1307425807078432768?s=20 
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The biggest loophole in the US Tax Code? 


If you think you make too much income to contribute to a ROTH IRA, you might be right. 
It just doesn’t matter... 

There’s another way to get that tax-free goodness. 

Face savouring food 


***Thread*** 


ROTH Conversion 


To be easily confused with that tax “strategy” not to be named (“backdoor Roth...”). Okay, it’s the same 
damn thing, let’s just stop calling it that! 


There is no income limit on converting a traditional IRA to a ROTH IRA. 


There is no income limit to... 


..contributing to an a traditional IRA (just a limit on getting a deduction for it). 

If you want a ROTH IRA, tax free growth, and no tax on withdrawals at 59.5; but you make too much 
money, here are three easy steps: 

1) Contribute to a traditional IRA - just max it - S6k. 

2) Wait a reasonable period of time (hotly debated). 

3) Convert the investments to a ROTH IRA. 

Invest, trade, DRIP, whatever you want and never pay any tax on anything that happens in it or when 
pulling cash out at 59.5. 

Rinse and Repeat as often as once a year with a fresh S6k. 


Please note that the purchase of this guide does not constitute or imply a consulting engagement or agreement between you 
and Patrick the Tax Advisor or any affiliate. Please consult your paid tax advisor before attempting anything found in this 
document. The views found in this document do not constitute paid tax advice. Numbers and examples are for illustrative 
purposes only. All views are opinions of the author, as of the date written, and subject to error. 


118 


Do it for your spouse, too. That’s $12k per year! 


Some brokerages make it so easy they leave the traditional IRA with the zero balance open so you can 
repeat without a new setup. 


Downsides & Risks: 

If you withdrawal funds from a conversion within five years there is a 10% penalty. So don’t doa 
conversion on any cash you need in the next five years. 

Other than a 401k, if you have any other tax deferred retirement accounts (other IRAs, etc), converting 
an IRA, actually... 

.. triggers tax on a piece of the others if there are built in gains. 

If you just have a 401k and the IRA you are going to convert and a ROTH, then this isn’t a problem. 
Time between IRA contribution and conversion. Hot topic - no formal guidance - none of the rules say 


this... 


...but there could be a position that because your intent was to have a ROTH before you contributed to 
the traditional and your Income is too high, that you should mash all the steps together and you just 
made a disqualified ROTH contribution. 

There’s no formal guidance on this. 

MANY reputable CPAs, Tax Attorneys, and Financial planners use this strategy as there is nothing in the 
law that prohibits it. 


| just want you to know the risk is out there, but google around on it. The strategy is widespread. 


As always, questions welcome. 


This is interesting. lve been contributing only to a 401K over my 10 year career in the US. 
I am on an H1B work visa and planning to move out of the US permanently later in the year. 


Do you recommend changing my setup to optimize for potential tax benefits? 


| would probably depend on which country you move to. Feel free to send me a DM with some details. 
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https://twitter.com/AskForTaxAdvice/status/1306065282104987650?s=20 


Tax Consequences of buying or selling a business or brand 


Should it be for assets or stock? 
The difference could have a huge impact on seller (and buyer) taxes! 
Below you will find the tax considerations. Note there are also legal considerations. 


***Thread*** 


The Seller - Stock (Equity) Sale 

The seller often wants to sell stock (but not always). 
It can be cleaner/easier legally. 

It also leaves the seller with one level of tax. 


If you have an LLC that is disregarded for tax and sell it, this is viewed as an asset sale for tax. 


The Seller - Asset sale 


If the assets are sold out of a corporation at a gain, the corp could have tax and the shareholders could 
have tax, if the cash is distributed. 


Thus, potential for two levels of tax. Cross mark 


Any losses in the corp can potentially be used against the gain. 


The Buyer - Asset Purchase 


The Buyer often wants an asset purchase (but not always). 
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They usually get a depreciation deduction for the purchase price (over years) on an asset purchase. Can 
be a HUGE value. 


It can also be cleaner legally for the buyer. 


The Buyer - Stock Purchase 


Here the purchase price gets kind of frozen in the purchased stock until sold again so the buyer doesn’t 
get the depreciation deduction as in an asset purchase. Huge value shift. 


If the target has existing losses, the buyer can potentially use them. 


In Summary, sellers tend to prefer selling stock (equity) and buyers tend to prefer buying assets. 


Due to the potential tax benefit to the buyer (and burden to the seller), buyers can even pay a premium 
for an asset purchase. 


If you are a buyer, and it makes sense, try to set the stage with an asset purchase as early as possible. 
The later you ask for it, the more likely you are to pay a premium. 


If you are a seller, and it makes sense, try to set the stage for a stock purchase and ask for a premium if 
the buyer wants assets. 


If you need help calculating the tax difference to both, look for a CPA. 


Please like and/RT the top tweet. 
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Questions for Patrick 


If you had the full ATTENTION of a 
$400/hour TAX advisor, that was 
fully competent in YOUR personal 
and business SITUATION, would you 
have any questions? 

What would you ASK? 


https://twitter.com/AskForTaxAdvice/status/1305894128455122944?s=20 
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